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Newspaper advertising in 160 citie: 
Magazine advertising every mont 


in 
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McCalls e Pictorial Review ¢ American Home e Esquire e Better Hom 
& Gardens e New Yorker e Woman’s Home Companion e American Weeki 





This advertising . . . directly aimed at your consumers .. . will 
increase your load . . . if you take advantage of it. The magazine 
advertising is telling thousands of your users month after month, 
“to buy Silex.” The newspaper advertising, appearing in 160 cities, 
tells these same users ... “where to buy Silex.” 


Tie-in with this campaign. Cash in on this advertising. Increase 
your load. Install a Silex in every home on your lines. 


Prices range from $2.95 to $10.95. 


Pyrex brand glass, guaranteed against heat breakage. 


THERE IS ONLY ONE 


the product of THE SILEX COMPANY, Dept. 108, Hartford, Conn. 
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WANTED + + 


ruck Owners who are Dissatisfied with their Tire Service 


rear. | hey have cut costs 
n already economical 
perations. They have 
complished this by using 
new tire and a new 
nethod of tire selection. 


soodrich, we believe, can 
ave money for you, too. 
e would like to have 
pu make tests on your 
n trucks. Any kind of 
sts you say. The tougher 
e job, the more sure 
e are of demonstrating 
al savings. 


RES TRIPLE PROTECTED 
e new Goodrich Silver- 

n is Triple Protected 
ainst sidewall breaks 
d blow-outs. Statistics 
ow that 80% of prema- 
re failures occur in the 
dewalls—the “‘Failure 


Zone.”” A new Goodrich 
invention is designed to 
overcome these failures 
before they start! 


Here’s how it works: 


1 PLYFLEX—distributes stresses 
throughout the tire — prevents ply 
separation—checks local weakness. 


PLY-LOCK—protects the tire from 
breaks caused by short plies tearing 
loose above the bead. 


100% FULL-FLOATING CORD— 
eliminates cross cords from ail plies 
—reduces heat in the tire 12%. 


Now, do you think you 
can afford tires that do 


Write, wire or ’phone 
Department T-121 


not have this protection? 
Especially when it costs 
nothing extraP 


But this is not the only sav- 
ings you get from Good- 
rich. There are over a 
hundred types and sizes 
of Goodrich Pneumatic 
Truck Tires. Each is de- 
signed for a specific pur- 
pose. Only one combination 
will give you the econom- 
ical service you should 
have. And Goodrich will 
sell you nothing else. 


Why not make a test on 
your own trucks? We 
want to prove every claim 
to your satisfaction. Pass 
this advertisement to the 
man responsible for tires. 
Ask him to talk to the local 
Goodrich man. Or write 
us direct. Sign your name 
and address in the margin, 
Tear off and mail today. 


+ The B. F. Goodrich Company, Akron, Ohio + + 


| 
Dollar-minded executives 
in many companies have 
been able to take a big 
lice off truck tire bills this 
H 
i 
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Gas Line Construction 


and Maintenance Body 








TYPE 3246 


The American All Metal Gas Line Construction Body has been 
developed for Utilities and used on trucks with or without air 
compressor. 


This type of body will be on exhibit at the Association of Gas 


Appliance and Equipment Manufacturers Convention at Atlantic 
City, Oct. 26-30, 1936. 


Largest Exclusive Manufacturers of Standard 
Utilities Equipment for Motor Vehicles 


THE AMERICAN COACH & BODY COMPANY 


3809-15 Clark Avenue, CLEVELAND, OHIO 
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I F the original cost were the only substantial 
matter to be considered in connection with 
the Federal power program, many of us would 
be inclined to say, “Well, let us take a chance 
and see what comes of it.” After all, many 
of the dams are either completed or so far 
under way that to stop now would seem very 
wasteful. So much money already spent and 
our government is so far committed. As the 
little Jewish tourist said when he kissed the 
Blarney Stone, “So what could I lose?” 


But with power dams there is upkeep as 
well as cost and there are other expenses not 
readily visible to the naked eye. Completion 
of the Federal power program might even 
resemble the conduct of the man who put a 
quarter through a crack in the boardwalk and 
then threw a dollar in after to make it 
“worth the bother” to rip up the planks. 


It is somewhat along this line that ProFessor 
Henry Earte Riccs writes the leading article 
in this issue (beginning on page 455). Dr. 
Riccs evidently feels that there is not sufficient 
appreciation of the full consequences and cost 
of the Federal power program. If there were, 
something might be done about it. Dr. Riccs 
does his part by telling us what he thinks the 
Federal plan will ultimately cost. There are 
probably others who doubt the desirability of 
this program but feel that it should be allowed 
to demonstrate its own defects. Well, “giving 
enough rope” has been known to be a satis- 


HENRY EARLE RIGGS 


“Is Uncle Sam only making the down 
payment on his Power Program?” 


(See Pace 455) 


factory remedy, but it does take time, and it 
is expensive, and, finally, it may not work. 


Dr. Riccs, who should by this time be well 
known to ForTNIGHTLY readers, is one of the 
outstanding authorities on utility valuation. 
Born, raised, and educated in Kansas, he 
served from 1912 to 1932 on the engineering 
faculty at the University of Michigan, from 
which he retired with the title of professor 
emeritus. He is now engaged in consulting 
practice. 

* 


J ust by way of presenting at least a portion 
of the other side of the picture, we also 
present in this issue an article (beginning page 
464) on the work of the Federal Bureau of 
Reclamation. This bureau built Boulder dam 
which only came into life as a public servant 
recently. It is also building Kennett dam in 
the Central valley of California, Grand Coulee, 
the Seminoe dam of the Casper- Alcova project 
in Wyoming. The article is written by a 
member of the publicity staff of the Bureau 
of Reclamation, WitL1am E. WARNE. 


Mr. WarNE is a Hoosier by birth, who later 
spent his boyhood on a ranch in the Imperial 
valley, the reclaimed southern California des- 
ert which Boulder dam guards. There he 
heard the birth cries of the great Colorado 
river project at round-table discussions among 
the farmers who were seeking a way to save 


WILLIAM E. WARNE 


“The Bureau of Reclamation moves into 
the field of mass ‘production of kilowatts.” 


(See Pace 464) 
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Increase our Profits 


corporation is judged by its annual state- 
pnt... by the profit it makes. Profit ac- 
es from more business and less expense. 
rover 40 years Addressograph methods 
ve been helping to accomplish these two 
ndamental aims. 


idressograph methods help Public Utilities 
increase profits by boosting line load and 
pliance sales... by lowering operating 
pts. As sales grow, a proportionate de- 
pase in overhead expense is realized. As 
ice and plant routine are simplified, sav- 
Bs are made in time and money. Funds 
Ww into the treasury and dividends go out. 





ldressograph methods get more business 
speeding advertising and sales promo- 


ADDRESSOGRAP 





33 


tion material to consumers and prospects 

. . making it more timely, more effective. 
Addressograph methods save more money 
by making billing, collecting and payroll 
functions more rapid, more accurate, more 
automatic . . . less complicated. 





On the inside of business are many oppor- 
tunities for Addressograph to perform rou- 
tine tasks which, when done by hand, are 
costly drudgery. Standard data continually 
repeated is most efficiently handled by Ad- 
dressograph metal typing units. 

Consult the nearest representative for a dem- 
onstration on your own work, or write to 
Addressograph Division, Addressograph- 
Multigraph Corporation, Cleveland, Ohio. 


MORE THAN A NAME 
WRITING MACHINE 
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themselves from the uncontrolled river. At 
farm bureau meetings, which he attended with 
his father at the country school house, the first 
public speeches he can recall were made by 
advocates of Boulder dam. Now, almost a 
quarter of a century later, WaRNE, having 
graduated from the University of California 
and worked his way to Washington as a 
newspaper reporter, is employed by the build- 
er of Boulder dam, the Bureau of Reclamation. 


Ir was only recently that we learned defi- 
nitely just what was the basis for parceling 
out Federal projects between the Bureau of 
Reclamation and the Army Engineers. It’s 
really very simple and a bright school boy 
might easily have guessed it right off. If the 
project is one principally involving irrigation, 
the Bureau of Reclamation gets the order, but 
if it involves navigation, the job goes to the 
Army. Thus, while the Bureau of Reclama- 
tion is busy on the work outlined in Mr. 
WarNeE's article, the Army Engineers are 
putting the finishing touches to Bonneville, 
= ta literally like beavers on Fort 

eck. 


WHERE a project involves both navigation 
and irrigation, the “dominant element” con- 
trols. Electric power production apparently 
does not control the choice at all. It is an 
“incident”—constitutionally at least. Political- 
ly, we suppose, it is somewhat more important. 
When Passamaquoddy was proposed, the pow- 
ers that be at Washington were stumped for 
a while because the Bay of Fundy is about 
as navigable as anyone could reasonably de- 
sire, and the rock-bound coast of Maine is 
already pretty well irrigated. However, some- 
body recalled that if we had a war, and if we 
ran short of power, and if we could find use 
for it up in Maine, Quoddy might come in 
pretty handy. So it was settled—a national 
defense project and the Army Engineers re- 
ceived the call. That was before the National 
Youth Administration took over the remains. 


¥ 


HE article in this issue, beginning page 

473 is by our frequent contributor, 
Georce E. DoyiInc, managing editor of the 
P.U.R. Executive Information Service, who 
packed up his typewriter back in 1916 and 
left the field of Illinois journalism to shift 
for itself. Since coming to Washington, Mr. 
Doyinc became associated with David Law- 
rence’s United States News (formerly the 
United States Daily). 


OF timely interest is Mr. Doyrne’s discus- 
sion of municipal plants’ and unemployment. 
With the political campaign raging at its 
height, the relative cost of employment in 
PWA and WPA, respectively, is bound to re- 
ceive considerable attention from the candi- 
dates and the party orators. The issue of Leaf 
Raking v. Substantial White Elephants that 
has been fought out somewhat bitterly at times 
between the PWA and the WPA in Washing- 
ton is certain to be carried to the country at 
large by the politicians. 


GEORGE E. DOYING 


“What price unemployment relief on 
municipal power plant projects? 


(See Pace 473) 


W ITH this issue we introduce a new contrib- 
utor (article beginning page 480) in the 
person of Ernest R. AprAMs. Mr. ABRAMS 
was engaged in the financing of public utilities 
in the Middle West for about seventeen years, 
then devoted eight years to purchase negotia- 
tions of small operating units in various con- 
solidation proceedings. Coming to New York 
at the end of 1933 he accepted the position of 
public utility economist for Standard Statis- 
tics Company, Inc. He resigned that office 
in 1935 to make special economic studies for 
certain large utility systems. He is at present 
acting in an advisory capacity for several New 
York investment interests. 


¥ 


MONG the important decisions reprinted 
from Public Utilities Reports in the back 
of this number, may be found the following: 


AN extensive investigation by the Missouri 
commission has resulted in important rulings 
on exclusion of nonutility property, overhead 
costs, financing costs, going value, deprecia- 
tion, charges to operation, and other matters. 
(See page 1.) 


Tue Pennsylvania commission has consid- 
ered the public utility status of a natural gas 
company which has solicited customers, signed 
contracts, and laid pipes. (See page 23.) 


THE next number of this magazine will be 
out October 22nd. 


Nar Odile 
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ms PAYROLL MACHINE 
York DELIVERS QUADRUPLETS 
adhe: NEW REMINGTON RAND “85” PRINTS 4 FORMS SIMULTANEOUSLY. 
office Meet increased payroll accounting ap ee and costs with 
s for the extra economies of this completely electrified Payroll Machine. 
ae Save time, personnel, and money by pre — these four payroll 
New records simultaneously—(1) wage record () deduction stub (3) pay 


check or envelope (4) payroll journal. Electrified printing assures 

uniform printing on originals and as many copies as desired. 

The extra speed of the Remington Rand “85” comes from complete 

electrification of numeral, alphabet, other operating keys, and the 
carriage return. Extra flexibility permits changes in 





inted accounting procedure, adding information such as“Old 
back Age Benefits,” without replacement or rebuilding costs. 
ying : Extra completeness of “85” eliminates necessity of 
: auxiliary addressing or check protecting equipment. The 
sour! - net amount of each check is mechanic. computed 
lings 4 and printed. Totals of gross earnings, deductions, net 
head 2 amounts are accumulated progressively. There’s no 
ecia- \y — separate writing, adding, auditing and balancing. 
ters. ea Just off the press, this valuable book fives latest factual information on 
all 4 me’ of payroll proced ° ing department should 
“4 be without one. Save hundreds of dollars. Mail this coupon today. 
nsid- 
| gas aa NEWEST MANUAL ON 


gned ee PAYROLL ACCOUNTING 


REMINGTON RAND INC., BUFFALO, N. Y. 
Please send me free copy of your new manual “How to Handle 4 Payroll 
Records in One Operation.” 


Name 


Address 
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pages 1-24, from 15 P.U.R.(N.S.) 
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FOR CENTRAL STATION SERVICE 


Study of any new I-T-E switchboard built or building for a 
public utility company shows how closely modern station re- 


quirements have guided design. 


New air circuit breakers 


and controls as well as the protective structure are for central 
station use and are especially adapted to the particular job 


To Protect Auxiliaries in a Southern Power Station 


This board houses eighteen hand-oper- 
ated circuit breakers in individual cells, 
rigidly mounted with bolted connections 
to bus bars, and three of the withdrawal 
type on pantograph mountings. Access to 
bus compartment is provided by a door at 
each end of structure. 


For a Northwestern Utility’s 
Station Auxiliaries 


14 K-type circuit breakers, 13 elec- 
trically-operated, 1 hand-operated, 
enclosed in an I-T-E Multumite 
switchboard typical of modern dead- 
front all-steel construction. 


Complete details of I-T-E steel 
switchboard construction will be 
furnished on request either by the 


factory or through I-T-E engi- 
neers located near you. 


For a Large New England Utility 


8 solenoid-operated air-circuit breakers 
mounted on pantographs with 1 truck-type 
circuit breaker in left-hand compartment. 
Relays front mounted on hinged doors. 
eon Uniflow louvers for improved venti- 
ation. 


te = 


wel 


19a) wane ne ; 


Offices in Principal Cities 


[-T-E CIRCUIT BREAKER CO., PHILADELPHIA, PA. 
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“There never was in the world two opinions alike.” 


Joun C. Datton 
Manager, County of London 
Electric Supply. 


Dr. CAarRLos ANGLADE 
Ministry of Public Works 
of Venezuela. 


J. D. Ross 
Member, Federal Securities and 
Exchange Commission. 


K. S. WINGFIELD 
PWA official. 


Grorce N. Tipp 
President, American Gas and 
Electric Company. 


Mavrice P. Davipson 
Former Commissioner of New York 
City Water Supply, Gas 
and Electricity. 


Harcourt A. Morcan 
Director, Tennessee Valley 
Authority. 


Hupson W. REED 
United Gas Improvement 
Company. 


Frioyp L. CaRrLisLe 
Chairman of the board, 
Consolidated Edison Company 
of New York. 


Gosta Matm 
Director General, Swedish Royal 
Board of Waterfalls. 


—MONTAIGNE 


“Let us at all costs keep the politicians away from this 
business of ours.” 


¥ 


“T advocate private ownership with central manage- 
ment, coupled with government check.” 


¥ 


“The residential customer, whether consciously or un- 
consciously, budgets his light and power bill.” 


¥ 


“Commissions cannot hope to regulate corporations far 
more powerful than the commissions themselves.” 


¥ 


“Integration of power systems has been going on since 
the earliest days of the electrical supply industry.” 


¥ 


“The general myth that the public service commission 
has the power to control rates is without foundation.” 


¥ 


“American agriculture is confronted with critical prob- 
lems that widespread rural electrification promises to help 
solve.” 


¥ 


“The low net cash income per farm must be considered 
a definitely limiting factor in the future progress of rural 
electrification.” 


¥ 


“One of the most important unvarying economic laws 
is that every enterprise, whether governmental or private, 
must stand on its own feet.” 


¥ 


“Municipal ownership and operation of gas and elec- 
tric utilities is not regarded as interference with private 
initiative on the part of (Swedish) public authorities, 
and so far has not met with opposition in business circles 
of this country.” 


12 
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SPEED . . . with fewer motions 


Burroughs short-cut keyboard permits the operator 
to add or subtract an entire amount, or take a total, 
with a single motion of the hand. Also, there are 
no ciphers to write—ciphers print. automatically. 
These and many other time and labor saving advan- 
tages of the short-cut keyboard are described and 
il'ustrated ina new, interesting booklet. For yourcopy, 
telephone the local Burroughs office or write direct. 
BURROUGHS ADDING MACHINE CO., DETROIT, MICH. 


Only on the short-cut key- 
board are ciphers written 
automatically. 


Only on the short-cut key- 
board can two or more keys 
be depressed at one time. 


« 
Only on the short-cut key- 
board can an entire amount 
and the motor bar be de- 
pressed together. 
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REMARKABLE REMARKS (Continued) 


H. BetsHAw 
Dean of Faculty of Commerce, 
Aukland University. 


Norman R. Gipson 
Vice President, Niagara-Hudson 
Power Corporation. 


Harorp L. Ickes 
Secretary of the Interior. 


CorpELL Hutt 
U. S. Secretary of State. 


Bernarp P. HaicH 
Professor, Royal Naval College 
of Greenwich, England. 


J. F. Focarty 
President, North American 
Company. 


Enar EskILsson 
Member, Swedish Royal Board 
of Waterfalls. 


S. Sato 
Tokio engineer. 


Dr. Harrow S. Person 
Consultant, Rural Electrification 
Administration. 


C. J. GoopNoucH 
Chairman, Pennsylvania Public 
Service Commission. 


“An unamended Constitution may prove, not a safe- 
guard against unwise legislation, but an explosive that 
widens economic and social cracks.” 


¥ 


“. . the necessary revenue to cover the cost of 
domestic electric service cannot be maintained if prices 
are reduced too rapidly or too much.” 


5 


“In point of time it is not yet too late to develop sound 
policies for the development and use of those physical 
means that are available for the creation of electric 
power.” 

e 

“As the uses of power are extended to millions of 
people throughout the world, the influence upon society 
of this great expansion must have the careful considera- 
tion of us all.” 


¥ 


“The water resources of America are tremendous, and 
in comparison with the power in use and the power 
available, I would characterize America as being still in 
a stage of infancy.” 


¥ 


“Ample evidence exists that the sound holding com- 
pany has been, and will in the future continue to be, 
an important contributor to the further development of 
the electric light and power industry.” 


al 


“The (Swedish) state does not compete with private 
undertakings in those cases where the latter are pre- 
pared to supply power at fair prices and on conditions 
equivalent to those offered by the state power plants.” 


* 


“In Japan there is private industrial control. In some 
factions of the government there is a movement for 
government ownership of power. A combination of pri- 
vate industry with government interests would be, in my 
opinion, the best solution.” 


¥ 


“-. . we perceive a production equipment of a capac- 
ity far beyond any call yet put on such equipment by 
consumer spending, resting on power rather than human 
labor to a degree never before known, and concen- 
trated in cities with attendant social problems.” 


> 


“I feel that regulation, which perhaps in many in- 
stances has not accomplished all it should, has as alterna- 
tives only public ownership, of which we have already 
had some examples, and competition, with its repulsive 
idea of duplicating facilities and its resultant waste.” 
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Logan, W. Va. 
Plant 








DETAILS 
Operating: Capacity—1,000,000 lb. De- 
sign Pressure—1425 lb. Total Tempera- 
ture—925F. 


Equipment: CE multi-drum boiler, CE 
completely water cooled furnace. with 
double hopper bottom and with 16 CE 
burners arranged for tangential firing, 
2 Elesco superheaters and economizers, 
2 Ljungstrom air preheaters. 

















HIS is the first steam generating unit 
ver to be designed to produce steam at 
he rate of 1,000,000 Ib per hr. Now in 
ourse of manufacture in CE shops, it will 
e placed in service for the American Gas 
& Electric Company’s subsidiary, the Ap- 
palachian Electric Power Company, in the 
latter part of 1937. 






This great unit will supply steam to a 
0,000 kw high pressure turbine-generator 
which will exhaust to existing low pressure 
Were it to operate in conjunc- 
ion with a straight condensing turbine of 
modern design, its output would be suffi- 
ieni for a unit of 115,000 kw capacity. At 
maximum output it will burn about 91,000 
lb of coal per hr. 








urbines. 
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New CE Unit for— 


ppalachian Electric Power 


Company 
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CE PRODUCTS 


All types of 
- BOILERS - STOKERS - 
- FURNACES - 
- PULVERIZED FUEL SYSTEMS - 
- HEAT RECOVERY EQUIPMENT - 
etc., welded or 
steels . 





Fabricators of = vessels, tanks, 
riveted, 


in carbon, alloy or clad 





COMBUSTION ENGINEERING COMPANY, 
MADISON AVENUE =: 


Engineering Corp. Ltd., Montreal 





INC. 
NEW YORK 
A-307 
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A major item of cost in line mainte- 
nance, unless the guys are Copperweld, 
is the expense of replacing rusted guy 
wires. This cost may not be segregated 
on the records but the money is spent, 
as most lines using ordinary guys require 
reguying during their life. 


Each Copperweld guy installed on a new 
pole means a saving for your company 
throughout the life of that construction. 
Replacements are eliminated, thereby 
avoiding the cost of new strand and fit- 
tings, truck-time, labor and supervision. 


You can profit by the high strength and 
non-rusting properties of Copperweld 
Guy Wire. It costs less than ordinary 
wire per year of service. 


COPPERWELD STEEL COMPANY 


GLASSPORT----: PA. 





EFFICIENCY 
ACCURACY 
ECONOMY 


IN THE OPERATION of any 
power plant, whether steam or 
water, ECONOMICAL opera- 
tion is dependent on the EFFI- 
CIENCY of all units. 


SIMPLEX METERS, in accurately 
measuring water input and steam 
output, provide a permanent and 


ACCURATE check on plant ef- 


ficiency. 


LET SIMPLEX ENGINEERS help 
you to produce power with great- 
er economy. 


SIMPLEX VALVE & METER CO. 
6761 Upland St., Philadelphia, Pa. 




















Service e Convenience 


be a ee 


Extra service and convenience is 
built into this weatherproof de- 
mand meter cabinet of aluminum 
or rust-proofed steel. Ventilat- 
ing louvres covered with fine 
copper screen. Poplar backboard. 
Hinged cover, self-supporting for 
working inside cabinet. The 
most satisfactory cabinet on the 
market for its purpose. 


Write today for complete 
information. 


WAL K ER 
ELECTRICAL COMPANY 
Atlanta, Georgia 
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AND A WATER HEATER 
Is NO BETTER THAN ITS 


Th ez~mosta t/ 


TITAN Controls with confidence. 
They are available for any size of 
heater, from the smallest to the 


S THE lens is to the camera, so is 
the thermostat to an Automatic 
Water Heater. Upon its reliable action 
depends the success of the heaters you 
sell, and upon that success depends an 
important part of your revenue. 


Why take unnecessary chances? Put 
your faith in TITAN Snap Action Ther- 
mostats. They have “Delivered” for 
years under the most diversified condi- 
tions, with all types of gas. They are 
sensitive, rugged and trouble-free. They 
are furnished on the majority of Auto- 
matic Storage Heaters approved by the 
American Gas Association. 


“TITAN” on a thermostat means 
long, service-free operation. Specify 


largest. 





THE TITAN VALVE & MANUFACTURING COMPANY 


THERMOSTATS «» SAFETY PILOTS «» 


E. 32nd Street & Perkins Ave. 


RELIEF VALVES 
Cleveland, Ohio . 
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Heaters 


Go Up! 


TAO AE TE LAETOLI HEN TT OT 
: x % 








® When your heating load is carried by Breezo-Fin Unit Heaters, you are assu 
of low cost heat. 


® Breezo-Fins are made in 8 sizes with various coil arrangements to provide ¢ 
actly the right heating capacities. Streamlined Breezo Fans circulate the heat 
air quietly and effectively. 


® Sturdy construction of casings guarantees against vibration, rattles and ot 
annoying noises. 


Write us for complete bulletins or phone our nearest branch office. 


BUFFALO FORGE COMPANY, 444 Broadway, Buffalo, N. 
: 9 In Canada: CANADIAN BLOWER & FORGE CO., LTD., KITCHENER, ONT. 


Unit Heaters |! 
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NEVER EQUALED FOR 


SER VICEABILITY 


For 10, 20 and Even 30 
Thousand Hours Gargoyle 
D.T.E. Oils retain their ability 


to Lubricate Efficiently 


Lubricants 


SOCONY-VACUUM OIL COMPANY, INC. 


STANDARD OIL OF HEW YORK DIVISION - WHITE STAR DIVISION - LUBRITE 
DIVISION - WHITE EAGLE DIVISION - WADHAMS OIL COMPANY - MAGNOLIA 
PETROLEUM COMPANY - GENERAL PETROLEUM CORPORATION OF CALIFORNIA 














This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





20 Public Utilities Fortnightly October 8, 1 


RILEY PULVERIZER 


in Central Station 





Plant after plant in the Public Utility industry has swung to Ri 
Pulverizers . . . definitely establishing Riley as one of the leac 


A few Public Utilities using Riley Pulverizers . . 


Union Electric Light & Power, Cahokia . . . Repeat Orde 
Edison Electric Illuminating Co., Boston . . . Repeat 0 
Hartford Electric Light Co., Conn. . . . Repeat Order 
Potomac Electric Power Co., Washington, D.C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, Ill. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 

Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEV ELAND DETROIT 
ST. LouIs CINCINNATI HOUSTON CHICAGO ST. PAUL. KANSAS CITY LOS ANGELES 


COMPLETE STEAM GENERATING UNITS 


BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZERS - WATER-COOLED FURNACE 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTIN 


TACOMA 
ATLANTA 
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ADVANTAGES 
OF GRINNELL PREFABRICATION 


Interpretation of Ideas and Plans 
Thorough Testing ¢ Easy, Rapid Erection 
Economy in Cost and Labor 
Delivery on Schedule 
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ONE MAN=6 


When he goes after frozen fittings with the 
RIZEID Compound-Leverage Wrench 





® No tool in your shop or kit will pay for itself more 
quickly than a RRIGR0I> Compound Leverage Pipe 
Wrench. For it enables one Jone man to turn easily 
pipe or fittings that often require several men and pipe 
on a wrench handle to start—and it lets you salvage fit- 
tings that otherwise have to be smashed off. Easy to 
use—put the trunnion on pipe, jaw on fitting (or vice 
versa) and pump it on or off. Four sizes, $2, $4, $6 
and S8 for pipe up to 8”. Short handles. Ask your 
Jobber to show you. 


THE RIDGE TOOL CO., ELYRIA, O. 


RikgIib 


Reg. U. S. Pat. Off. 








Rika(Ib> 
PIPE TOOLS 
WRENCHES 
CUTTERS 
THREADERS 
VISES 
EXTRACTORS 
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WHEN YOU “COMPARE THE WORK,’’ 
the superiority of the New Easy-Writing 
Royal is established beyond question! 


You can see its brilliant performance... 
you can measure its merits... you can 
easily do so, the very day the New Royal 
first enters your office. 


Satisfaction and Savings 


Letter-perfect performance is written into 
every line produced on this great Royal. 
Outstanding in speed and ease of operation, 
its years of dependable service are assured 
by the precise methods under which all 
Royals are made. 

That is why more and more offices are 
standardizing on Royals. ..why Royal is 
now enjoying the greatest sales of its entire 
history. 


Copyright, 1936, Royal Typewriter Company, Inc. 


In your own office... Try the New Easy- 
Writing Royal. 


ROYAL TYPEWRITER COMPANY, INC. 
2 Park Avenue, New York City 


The New Royal Portable (three models) for student 
and home use is also made by the world’s largest com- 
pany devoted exclusively to the manafacture of type- 
writers, 


Check These FIRSTS That Make 
Royal FIRST 


First in SPEED .. . Greater Volume! 
F in EASE ... With Touch Control,* 
Shift Freedom, Finger Comfort Keys. 
First in CAPACITY .. . Better typing 
faster! First in ECONOMY .. . Lower 
typing costs throughout. First in DUBA- 
BILITY These New Royals van 
take it! Day in, day out! 


*Trade-mark for key-tension device. 


R (YA L WORLDS NUMBER &f TYPEWRITER 
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CONNELLY 
CALOROPTIC 
BTU - INDICATOR 


Simple Accurate 
Convenient 


A direct reading BTU Indicator. No corrections 
or calculations are required after calibration. No 
lag in reading. May used on any kind of gas. 
Especially valuable on Mixed Gas. 

llustration shows Caloroptic fitted with photronic 
cell for use with Connelly Distant Signal Unit which 
indicates direction and amount of any change. 
When the set limits are exceeded, lights show and 
alarms are sounded. 

Write for Bulletins—Regulators, Station, District, 
Service and Appliance—Back Pressure Valves 
U-Gauges—Iron Sponge—Iron Oxide 


©Oonvellu 


dron Sponae & Governor Go. 


Ghicago, Jll. Elizabeth. N.d. 


Tell pay you to INVE 























STOWE 


Bee 











October 8, 


SIMPLE, ISN‘T IT! 


The triangular wedge formed by 
the tang and V-bottom colla 
which forces the wire into a solif 
mesh— 


NOTICE: 


NO set-screw, contact... 

NO flattening or separating of wires., 
NO limitation to one size wire... 
NO shearing effect whatsoever. .. 


NO special tools required to 
connection. .. 


NO need for you to search any longer for th 
PERFECT solderless connector—WE HAVE 
IT! 
FREE! A large display board, containing 
mounted samples of ILSCO lugs. Sent 
upon request. Address Dept. UF. 
ILSCO COPPER TUBE & PRODUCTS, IN 
5629 Madison Rd. Cincinnati, Ohi 


STIGATE... 


oo" ® gver® 


e@ Compensating feed—positive rear end air seals 
unrestricted coal selection—and much reduced 
it losses—these are some of the advantages th 
towe Stokers—and only Stowe Stokers can give yo 
Investigate these exclusive features. Full details, « 
a copy of Catalog No. 10, on request. Send for on 


THE JOHNSTON & JENNINGS CO. 
977 Addison Road Cleveland, Ohio 


Engineering and Sales Services in Principal Cities 
& 

















Catalog No. 10 is 
complete with 14 dia- 
grams, 20 illustra- 
tions. Send for one. 


A battery of four 
Stowe Stokers burning 
cheap midwestern coal 
—at high efficiency. 


STOKER 


: 
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...- FLAWLESS GLASS with 
RASS BUSHING—‘/¢ IDEAL 27su/ator 


@ This rugged new Hemingray Glass Insulator 
stands up better in all adverse weather condi- 
tions. It’s brassbushed, providing perfectthreads 
for uniform contact with pin—permitting quick, 
full-length insertion—and safeguarding against 
1. Brass hushed smooth threcds . . I ll dad 
for ineuiitdir a: pin expansion. Its many all-around advantages 
2. Greater mechanical strength. clearly point to the brass bushed Hemingray 
3. Sustained high dielectricstrength as the ideal insulator for low-cost distribution 
+ Unctiodas By seem meee service. All styles in clear and brown color. 
ature changes. ° : 
Ratings up to 15,000 volts. Write for des- 
criptive bulletin . . . Owens-Illinois Glass 
Company, Hemingray Division, Muncie, Ind. 


HEMINGRAY 
Glas 
INSULATORS 
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When you “line up” with 
HEMINGRAY you line up 
these Advantages: 
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—choice of transit systems and bus lines whose 
policies permit no compromise with quality « « 








[" is significant that Exide Batteries are used by so many of the country’s 
successful transit and bus lines. 


It is not to be implied, of course, that their success is dependent upon 
their use of Exides. But the operating company that is so meticulous 
in the choice of its batteries will naturally gauge the selection of al/ 
its equipment by the same high standards... and the traveling public 
appreciates the attention paid their comfort and safety. 


THE ELECTRIC STORAGE BATTERY COMPANY 


The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
PHILADELPHIA 








PLANT SAFETY 


WITH GOLDEN-ANDERSON 
AUTOMATIC VALVES 


Safety Stop Non-Return 
valves protect lives and 
property, automatically, 
against live steam flows due 
to boiler ruptures or steam 


line breaks. 


= Po | tool steels made to exacting specifica- 
ions 

Perfect water level con- — Old craftsman methods of individual man- 

= cpanel | the Alti- ufacture 

tude Control Valve ... — The most rigid i i nd testi: 

the most efficient and each plier cpsialh encom fie a 


dependable automatic Kleia methods are not mass production 
valve for tanks, stand- methods but for a man who demands a 
pipes and reservoirs. plier of Klein quality there is no way to 
deh Die utes natn 6b eaiteditiitaiiaitd, produce it except the Klein way. 

plete line of automatic control valves 


Golden-Anderson Valve Specialty Co. pieties KLEIN 


1380 Fulton Bldg. Pittsburgh, Pa. 
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The Mountain Comes 
To Mohammed 


ie 


E realize that most merchants do not have the opportunity 

\ \ of visiting the larger cities to see what is being done in 
the way of store front design and illumination. They do, however, 
have a keen desire to pattern their establishments after the style 
leaders. It is to satisfy this desire to follow the leaders of modern 
lighting and design that the Pittsburgh Plate Glass Company has 
started its Store Front Caravan on a nation-wide tour. 

The Caravan carries twelve scale models showing the most 
advanced thought in store front styling and construction. Exact 
to the smallest detail, including exterior and interior lighting 
effects, these models will graphically demonstrate what can be 
done with old-fashioned fronts—and the resulting desire for mod- 
ernization should be mutually beneficial to all those interested in 
selling lighting and store front improvement. 

You will be advised in advance of the Caravan’s arrival in your 
locality so that you will have ample time to arrange for your light- 
ing prospects to view these models. Use the strong selling power 
of these scale models to assist in closing your sales. Literature 
minutely describing the lighting and structural features of these 
fronts will be available for distribution in these meetings. 

For further information on the Caravan write the Pittsburgh 
Plate Glass Company at Pittsburgh. 


P LT1G 
STORE FRONT, 


pRopucts 4 


.PITTSBU ROM. Gy 
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BARBER BURNERS Offer a COMPLE 


Range of Sizes 
and Shapes! 


ARBER Conversion Burners 
are made in such a wide varie- 
ty of sizes and types (from “small- 
house” to fully “Automatic Con- 
trol” models) that it is easy to select 
the PROPER one to FIT any home 
heating plant. Round or rectangular 
furnaces or boilers, of ANY grate 
dimensions, are thus enabled to de- 
liver their maximum efficiency. It 
naturally costs BARBER more to 
offer this extra variety, but it 
costs YOU no more—and it is 
absolutely imperative to the final 
satisfaction of your customers. Re- 
member that when you tie up with 
ANY Conversion Burner. 





e., e. 
<> P 


NO. 336—B8 BARBER 
AUTOMATIC BURNER 


! Prean ie 


@ “Tailor-made” to suit and fit the grate dimensions of rouni 
oblong furnaces or boilers. 
@ Insures a “scrubbing” flame action on side walls of firebc 
the proper level, with 1900° Fahrenheit flame temperature. No 
brick or refractory elements needed. 
@ Furnished with Baltimore Safety Pilot Control—positive and 
rate. Listed in the A G.A. Directory of Approved Appliances. 
We supply Sales Literature, Specification Data Sheets and Practical Sales Assis. 
ance. Write for Latest Illustrated Catalog No. 37 and Revised Price Lis. 
THE BARBER GAS BURNER COMPANY 
3704 Superior Avenue, Cleveland, Ohio 
THE BARBER GAS BURNER CO. of MICHIGAN 
4475 Cass Avenue, Detroit, Michigan 


BARBER 2245 BURNEF 


For Warm Air Furnaces, Steam and Hot Water Boilers and Other App 














Write us for circular and details. 
on any quantity of binders. 


GRAND RAPIDS LOOSE LEAF BINDER COMPANY 
10-16 Logan Street, S. W. « » 


Style Bar-S All Weather Binder 
FOR METER READING 


Send sample of your sheet for prices 


GRAND RAPIDS, MICH. 
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YGRADE LAMP BULBS 





help you 
BUILD LOAD 


Over seventeen million incandescent lamps, eighteen million 
radio tubes sold during 1935 in this country were Hygrade- 
Sylvania made. As the third largest manufacturer of incandes- 
cent lamps, and second largest of radio tubes, Hygrade-Sylvania 
products are efficiently consuming an important part of the total 
current sold by public utilities the country over. Many of these 
lamps and tubes are helping to build load on your lines. 


When you are buying lamps (multiple or series) for street light- 
ing, Hygrade-Sylvania Corporation deserves your consideration. 
Hygrade Lamps offer you the opportunity to make definite econ- 
omies in street lighting costs without the slightest sacrifice of 
quality. Let us prove it with facts and figures! 


Hygrade LAMP BULBS 


SPECIALISTS IN 
STREET LAMPS 


© 1936, HYGRADE SYLVANIA CORP., Salem, Mass. 
Makers of SYLVANIA Set-Tested RADIO TUBES 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
ary larger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 21/2"). 
When the water is turned on, PHOMAIDE, 
a new foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


5 ears 


Less than 20 gallons of water at a pressure ¢ 
75 pounds or more are required per minut 
This is the only efficient foam unit availab 
for small lines. One gallon of Phomaic 
Solution makes 350 gallons of foam. 3001 
400 gallons per minute may be continuous! 
produced by merely pouring additional sol 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask f 
descriptive literature, prices and a demonst 
tion of the Phomaire Unit illustrated at ¢ 
left. Don’t wait! Mail your request now. 


Get the Latest Foam Equipment 


Phos anc Phomaide 


SOLUTION 
developed, made and sold by 


rene Manufacturing Compan 


NEWARK NE 


ATLANTA 
KANSAS CITY 
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We Have Something To 


=SHOUT about! 


It’s the sure and dependable eye protection that 
Super-Drednaut and ONLY Super-Drednaut gog- 
gles can give, because they embody ALL THREE 
of the following features— 


Self-Adjusting Nose Bridge, which instantly and automatically 
adjusts itself comfortably to any size or shape of nose. 


Non-Rubber Headband—contains no rubber, yet maintains the 
desired tension and stays adjusted indefinitely. It is not 
affected by moisture, perspiration, oil or grease. It is the 
only headband suitable for “Hot Weather” conditions. 


Our New Catalog 


Super-Drednaut Deep Curved Lenses 
have proven, through tests, long wear 
and hard usage that they provide a 
greater strength, greater resistance to 
hard blows than any other form of 
lenses. 


And, even if lens should become broken 
by a tremendous blow the curvature 
tends to prevent the glass from being 
driven into the eye. ONLY curved lenses 
CAN give this protection. 


Super-Drednauts are daily preventing eye 
injuries to thousands of workmen because 
they give MAXIMUM eye protection. 


Send for a Super-Drednaut TODAY 
and try it. 


THE SAFETY EQUIPMENT SERVICE CO. 


Buell W. Nutt, President 


1230 St. Clair Avenue, Cleveland, Ohio 


Manufacturers of a Complete Line of Accident-Prevention Equipment 
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Here’s a Bill Printing Machine that can he 


used with ANY Addressing Machine 


Instead of continually paying money for pre-printed bills, convert your present address- 
ing system into a combination printing and addressing system. You can readily 


do it with the 
Elliott Bill Printing Machine 


This machine will pull blank paper, from rolls, under the addressing head of your 
present addressing machine to receive the addresses. It will then continue feeding 
this paper through the printer (shown above at the right), where it is printed on the 
front and back, scored, dated and chopped off. 


With the Elliott Bill Printing Machine you not only save on printing bills, but you 
speed up your addressing operation, as it is really an automatic feed through the 
addressing machine instead of a hand feed. 

Here is something new, designed to bring the advantages of bill printing to those 
who do not desire to make extensive changes in their addressing system. The Elliott 
Bill Printing Machine can be used in conjunction with any model of any addressing 
machine now used for Utilities’ billing and with any kind of an addressing medium. 


Write NOW for details of this time and money saving combination. State 
what addressing machine you are now using, size of list, etc. 


THE ELLIOTT ADDRESSING MACHINE COMPANY 
Manufacturers of Hand and Electric. Addressing Machines for Every Need and Purpose 
INCORPORATED 1900 -:- RATED AAAI 


175 ALBANY STREET, CAMBRIDGE, MASS. 
SALES AND SERVICE OFFICES IN ALL PRINCIPAL CITIES 
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Household appliances which, in their performance, sat- 





isfy even the most critical users, are of priceless value 






as builders of good will. Added to the superior perform- 


ance of the new NIAGARA Two-Twenty Gas Aijir- 







Conditioning Unit is its appearance of dignity and good 






taste. The complimentary comments being heard at its 






showings indicate that it is instantly recognized as a 









winner of new customers. 





W. L. Seelbach, Secretary-Treasurer 
THE FOREST CITY FOUNDRIES COMPANY 
CLEVELAND, OHIO 










Niagara Gas Fired Air-Conditioning Units will be displayed at 
~ the Association of Gas Appliances and Equipment Manufac- oe 
turers Exposition at Atlantic City in October, 1936. 


NIAGARA 


—Two-Twenty 
AS AIR-CONDITIONING SYSTEMS 
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PUBLIC UTILITIES EVERY WHERE 


USE DITTO to Help Contro/ Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 

Public Utilities everywhere are accurately 
controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 

so inexpensively. 

© ~ 
Write today for our new 
book “‘Copies—Their Place 
én Business.” It tells fully 


just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 
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More Than %6 Per Meter! 


.. . the 1936 refrigerator sales 


record of many utilities with Frigidaire 


e This, you will agree, is an outstanding refriger- 
ator sales performance for an entire year. Yet many 
utilities with Frigidaire reached this high mark 
during the first six months of 1936! 

An even greater number of them enjoyed re- 
frigerator sales in excess of $5 per meter, for the 
same period of time. 

Records like these clearly prove that Frigidaire’s 
association with utility companies is of mutual 


benefit—<a valuable partnership.” 


FRIGIDAIRE CORPORATION - DAYTON, OHIO 
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—but just see what I can 
do,” says this unusual tag 
used by a well known light 
and power company that is 
doing an outstanding merch- 
andizing job. It’s made in the form of a folder 
and lists on the inside some of the things that 
one kilowatt will do—such as toasting 120 slices 
of bread, or making 189 cups of coffee. On the 
back is space for prices and numbers of the items. 


§ This tag not only does its job efficiently and 
economically—but something else besides—for 
its light touch builds good will and brings 
home to the consumer the economy and 
variety of uses of electric power. 


§ Would you like to see more samples—that 
might give you some new ideas for use in your 
own business? Just write 


Dannisow Manufacturing So, 


FRAMINGHAM -  ODept.ML - MASSACHUSETTS 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








ber 8, 1936 


A WESTINGHOUSE 


C2 Polyphase 


Public Utilities 


e the bearing that saves the cost of periodic 
lower-bearing replacements. Operating records 
throughout the country definitely show that this 
ball and double-jewel bearing has almost unlimit- 


ed life. Requiring no lubrication, it may be safely 
left in service during the entire life of the meter. 
This bearing typifies the whole construction of 
Westinghouse Watthour Meters. Designed not 
only for initial accuracy, but also for sustained 
accuracy, these meters assure the most accurate 
registration of consumed energy, with minimum 
attention and maintenance. 


CA Single-Element CS Single-Element 


i an 


Fortnightly 


Other points of superiority are one-piece electro- 
magnets, complete temperature compensation, and 
gold-plated register gears. All parts are made with 
such precision that adjustments are eliminated, 
assuring mechanical stability under all conditions. 
Our Meter Specialist in the Westinghouse district 
office near you will be glad to furnish detailed 
information about the outstanding —, =e 
economy of Westinghouse meters. 


Westinghouse 


FOR 


CS-5 Two-Element CA-5 Two-Element 
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Let us be your 
“Door Doctor” 


KI . NE R prescribes doors that 


cost LESS TO OPERATE 


Leet cs: 33 , 


Genin Conveniently 


Out Of The Way 


Kinnear Steel Rolling Doors provide proved effi- 
iency for ‘““New-Day” needs. Operates like a 
indow-shade . . . spring counterbalanced 
nd coiling above the lintel. Saves floor and 
wall space. Opens or closes easily in all kinds 
of weather. Remarkably strong and durable 

. and flexible enough that it will not shatter 
nder blows, like the old rigid type door. Built 
in any size for old or new buildings . . . manu- 
lly or electrically operated . . . and for either 
Bervice or fire purposes. If you want to cut 
door overhead to the bone you'll want to 

investigate this door. 


You call a Doctor when ill . . - or an 
attorney when in legal trouble. And nine 
chances out of ten you select such profes- 
sional counsel on the basis of their experience 
and past accomplishments. To select “Door 
Counsel” on the same basis is just as logical. 
Otherwise you take chances with your door 
operating and maintenance costs . . . chances 
on inefficiency that reduces ultimate profits. 
Specializing exclusively in UPWARD-ACT- 
ING Doors for over 40 years Kinnear knows 
the door business . . . have especially built 
doors for Utilities in all parts of the world 
that through the years have proved their 
lower cost of operation and maintenance. 
Kinnear diagnoses the problem and then 
recommends the most efficient door for 
that particular situation. They’re “Door 
Doctors,” so when having “door ailments” 
call KINNEAR and get specialized advice. 


Write TODAY for Kinnear’s complete 
catalog, describing Steel Rolling Service 
and Fire Doors, Wood and Steel Bi- 
folding Doors, Sectional Upward-Acting 
Doors, Motor Operated Doors and Metal 
Rolling Grilles. It illustrates Kinnear’s 
qualifications for serving you. 


The KINNEAR MFG. <2. 


2060-80 Fields Ave. Columbus, Ohio 


INNEAR 


ROLLING two DOORS 
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¢ Nickel Steel 
eNickel Tues 


7({HAPMAN VALV 


MANUFACTURING COMPAN 


INDIAN ORCHARD, MASSACHUSETTS 
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Knee dee 


JEW GROUP AND GRAND 


OTAL ADDING.-LISTING 
MACHINE 
lex registers, one for group totals 
ub-totals, and one for grand 
ls and sub-totals . . . automatic 
1egative totals and sub-totals. 


p in trouble 


When figures Jam / 


Every hour of every day business 
depends on figures; they flow 
through every office, factory, and 
store in a never-ceasing stream. 
Figures are the very life blood 
of business. 

Ever since the first Monroe 
Adding-Calculator was made and 
sold twenty-four years ago, 
Monroe has played the major 
part in simplifying, speeding, 
and cutting the cost of produc- 
ing accurate business figures. 

Monroe offers 197 different 
models: calculators, adding- 
listing machines, bookkeeping 
machines, check writers and 


signers. Each Monroe is compact 
and desk-size, each one has the 
famous ‘‘Velvet Touch” keyboard 
that takes the strain from figur- 
ing. Back of every Monroe ma- 
chine is a nation-wide figure 
service, rendered to every Monroe 
user through 150 Monroe-owned 
branches from coast to coast. 
Try a “Velvet Touch” Monroe 
on your own figures. The nearest 
Monroe branch will arrange it 
without obligation. Write for free 
copy of booklet, “If Only I Could 
Work On Your Desk For An Hour.”’ 
Monroe Calculating Machine 
Co., Inc., Orange New Jersey. 


it the Monroe Exhibit — Accounting Section, American Gas Association, Atlantic City, October 26 — 30 
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You are cordially invited to attend an action 
demonstration of International Electric Bookkeep- 
ing and Accounting Machines and methods as 
they apply to the management of the modern 
utility. International Business Machines display, 


sections 600 and 601, A.G.A. Convention, 
Atlantic City, N. J. 


October 26th to 30th 


Make IBM headquarters your business 
headquarters during the convention. 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


GENERAL OFFICES: mrs BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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EVEREADY 


TRADE MARK 


INDUSTRIAL 
FLASHLIGHT 


“Built for Rough Treatment*’’ 


The “Eveready” Industrial Flashlight is built 
for ROUGH treatment. The entire outer casing 
is made of heavy fibre reinforced inside by 
brass parts to help withstand severe service. 
The lens and lamp are protected by a special 
cushioning which softens the hardest impact. 
This flashlight has no exterior metal parts and 
it is completely insulated for working around 
“hot” wires, and therefore prevents shocks and 
short circuits. The casing will not dent andis not 
affected by oils, grease, gasoline, alcohol or other 
solvents and does not deteriorate with age. 

The moulded slide switch is positive in opera- 
tion and slides “on and off” easily. The whole 
assembly can be readily taken apart and put 
together without tools. Particles of grit cannot 
cause trouble. 








TO REMOVE: Slide the switch “A” to the “on” position and hold it 
firmly against the tube with the thumb. Insert longest finger of right hand 
in tube and press brass contact strip “C” directly in front of lug “B”. This 
pressure releases the latch and the strip will slide out. 


TO REPLACE: Hold flashlight as shown and press the switch “A” in 
the “off” position, holding it firmly against the tube. Insert brass contact 
strip “C” with the small raised latch piece “D” on the top, Push it through 
the slot in the first lug “B”. Press down on the slide to flatten the “bow”. 
This pressure will lift the end so it may be pushed in through the second 
lug. Continue to push forward until a distinct click is heard. Then the 
switch is latched and properly assembled. 














NATIONAL CARBON COMPANY, INC. 
General Offices: New York, N. Y. - Branches: Chicago, San Francisco 
Unit of Union Carbide [I[q@ and Carbon Corporation 
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The High Cost of 
LOW POWER FACTOR 


We: have spoken so often in these advertisements of the high cost 
of low power factor operation of customers’ plants that the 
following example should bear witness to this point. It is deduced 
from one of our own case studies, an investigation in a metal working 
plant to determine the comparative costs of Modern Group Drive 
vs unit motor drive for 36 machines: 
Unit Motor 
M.G. D. Drive 


Connected motor load in H.P. —- 890 

Power factor 836 

Annual current consumption in K.W. hrs 617,000 

Utility Revenue $6,712.00 

Customer’s Real Power Cost per year $15,865.90 $25,195.57(B) 
Customer’s Investment in Power Transmission $56,105.97 $107,703.82 








The $408.00 additional annual revenue to the utility (A) actually 
costs the customer $9,329.67 per year (B). What it costs the utility 
in cash and loss of good will we do not know. It’s worth investiga- 
tion, however. 

We invite your codperation in our efforts to educate industrial 


plant executives to the engineering and economic advantages of 
applying The Right Drive to Every Machine. 


*POWER TRANSMISSION COUNCIL 
75 State Street, Boston, Mass. 


*A research association of producers and 

distributors of power, power units and 

mechanical equipment for the transmis- 
sion of power. 


A POWER DOLLAR SAVED IS A PROFIT DOLLAR EARNED 
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As in most of the other top shows, scripts for the popular Jack Benny Sunday 
evening program for Jell-O are on Hammermill Mimeograph Paper 


PLEASE TRY 


a better Mimeograph Paper at our expense 


HEN a certain mimeograph paper is used 
by most of the big radio stations... and 
the biggest shows... 

When the same paper is the largest selling wa- 
termarked mimeograph paper in the country... 

When it is backed by an organization that has 
made more than two billion pounds of paper for 
business use... 

Isn’t that paper worth a trial? 

The paper of course, is Hammermill Mimeo- 
graph Paper, made by the makers of Hammermill 
Bond. And the trial offer is just this: Drop us a 
note on your letterhead, or attach the coupon... 
and we'll send you a free 500-sheet packet of 
Hammermill Mimeograph Paper. 

All we ask is that you compare it, test it, side 
by side with your present mimeograph paper. 


Note how much faster it works in the machine; 
how clear, sharp the copies are; how you can even 
write on it with pen and ink without a blur. 

We’re confident the test will convince you. But 
frankly, our real problem is to get you to make it! 
Won’t you please, right now, tear out the coupon 
and instruct your secretary to send in for the 
test packet? 

If you prefer, omit coupon and simply write us 
on your letterhead 


Hammermill Paper Company, Erie, Pa. 
Gentlemen: Please send me without obligation your 500- 
sheet test packet of Hammermill Mimeograph Paper. 


Name. 


Address___ 
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Heat On Wheels 
By 


Electricity 





c is an automatically controlled 
steam heating electric radiator. 
Gives off both radiant and convected 
heat. 


Shipped all ready for plugging in. 
Filled with just the right amount of 
non-freeze water. Mounted on ball 
bearing casters for pushing to any 
room. Is so light can easily be carried 
upstairs or down. 


Made in 3 sizes with heating equiva- 
lents of 10%, 14 and 17% sq. ft. of 
radiation. 


Furnished for 115 volt A.C. Also 230 
A. C. or D.C. Equipped with Klick- 
son thermostat and automatic current 
cut-off. Cuts off at 5 lbs. pressure, 
cuts in at 2. 


Finished in attractive neutral tone 
with base in black. Yields good mar- 
gin of profit. 


Send for prices, discounts and full par- 
ticulars. 


Established 1873 


Burnham foiler€erporalion 


Irvington, New York Zanesville, Ohio 
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gal SEND FOR 
THIS FREE 





BOOKLET 


WO paints may look alike in the can and some- 

times even on the surface to which they are 
applied, yet they may be constituted of widely 
differing ingredients and intended for as widely 
different uses. 

Lead is of great value in some paints yet in others 
it is a detriment. Similarly linseed oil is indispen- 
sable in some paints while in others china wood oil 
is far superior. 

Paints must be selected according to the service 
they are expected to render, the conditions of their 
use and abuse and the surfaces to which they are to 
be applied. 

More than thirty years of experience has taught 
us the right combination of pigments and liquids 
for custom built paints, each one designed for its 
particular field. 

In the booklet offered above we describe main- 
tenance paint products specially designed for and 
used by more than five hundred public utilities. 
Send for a copy. It may be the means of solving 
many troublesome painting problems. 


The Tropical Paint & Oil 
1100-1300 W. 7Oth Street 





OF 
71 


CUSTOM MADE 
PRODUCTS 


DURATITE 


A smooth plastic 
compound for caulk- 
ing and glazing. Can- 
not dry out. Will not 
become brittle. Shot 
from a special gun 
into cracks and crev- 
ices. Can be painted 
over. Available in 
colors. 





Cleveland, 


Company 
Ohio 
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OSIER 
TRANSMISSION 
LINES 


Have been built for utilities in more than twenty 
states and Canadian provinces. 











Fetias Fable ieener asd Selectioe Wesnta con Coder comghaios 
Lowered costs through improvement of work fac- 
tor in the utility's construction organization result 
from supplementing their forces with Hoosier on 
peak work. 


HOOSIER ENGINEERING COMPANY 


CHICAGO 46 SO. 5th ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering Company, Ltd., Montreal 


[IN T@ Le): Fe) SALVA IES ONES SI 
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A SYMBOL ./ QUALITY 
in METERS....cREGULATORS 


Turn back a half century, to the days when it was real luxury to burn gas for lighting 
instead of using oil lamps—when cooking and heating was done with wood or coal. It 
was then that George Westinghouse, the founder of the company that is now Pittsburgh 
Equitable, set about to further the use of Natural Gas as a domestic fuel. 

It was his ingenuity that led to the development and improvement of a gas meter 
that would measure the newly created domestic load. That was the beginning of the 
complete line of products that today bears the name EMCO. 

Design and manufacturing methods have changed through the years, but EMCO 
quality remains as it was originally—-ONLY THE BEST. EMCO products are the cul- 
mination of years of diligent research and applied science in the laboratory, supplemented 
by actual operating tests in the field. They are products built only of the best materials, 
fabricated to the closest limits, assembled and tested by craftsmen with untiring patience 
in the most modern and best equipped meter and regulator factories in the world. 


EMCO is not merely a trade name—but a Symbol of Quality. 


PITTSBURGH EQUITABLE METER CoO. 
MERCO NORDSTROM VALVE CO 


ATLANTA BUTTALO MAIN OFFICES PITTSBURGH, PA CHICAGO MEMPHIS 
NEW YORE COLUMBIA KANSAS CITY PHILADELPHIA TULSA HOUSTON LOS ANGELES OAKLAND 
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THE MOST COMPLETE WIRE AND 
CABLE CATALOG PUBLISHED. WRITE 
FOR YOUR FREE COPY. 


REGARDLESS OF YOUR REQUIREMENT, 
NATIONAL HAS, OR CAN MAKE, A 
WIRE OR CABLE TO FILL YOUR NEEDS. 


Rational Electric 


PROOCOUCTS CYURPCVURATION 
1301 Fulton Building Pittsburgh, Pa. 
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SS Gc t .¢ 2-8-3 —_— 


{ Association of American Railroads, Telephone, and Telegraph Section concludes 
session, Washington, D. C., 6. 











{ National Safety Congress ends annual convention, Atlantic City, N. J., 1936. 
§ League of Nebraska Municipalities ends meeting, North Platte, Neb., 1936. 





§ Electrochemical Society concludes fall meeting, Niagara Falls, Ont., 1936. 





{ International Association for Bridge and Structural Engineering ends second con- 
gress, Berlin, Germany, 1936. 





{ National Electrical Contractors Association starts convention, Atlanta, Ga., 1936. 





§ United States Independent Telephone Association begins meeting, Chicago, Ill., 1936. 
¥ American Society of Civil Engineers opens fall meeting, Pittsburgh, Pa., 1936. 





q Pennsylvania Water Works Association starts convention, Atlantic City, N. J., 1936. 





q New England Gas Asso., Acctg. Division, convenes, Providence, R. I., 1936. 
{ Independent Pioneer Telephone Asso. of U. S. convenes, Chicago, IIll., 1936. 





American Water Works Association, New York Section, ends 2-day convention, 
Saratoga Springs, N. Y., 1936. 





q 7 “eee Ownership League of America concludes annual 3-day meeting, Springfield, 





{ National Exposition of Power and eoshantont Engineering will be held, New York, 
N. Y., November 30-—December 5, 





q Remod Metal Show and American Society for Metals open session, Cleveland, Ohio, 
1936. 





§ American Gas Association will hold 18th annual convention, Atlantic City, N. J., 
October 26-30, 1936. 





§ American joghute of Steel Construction, Inc., begins meeting, White Sulphur 
Springs, W. Va., 1936. 
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Hydro Power in the Horse and Buggy Days 
An Old Mill in New York State 
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What Will the Federal Power 
Program Eventually Cost? 


Estimates and actual expenditures 


AN analysis of estimates of cost of three great Federal projects as given 
out by official Washington and the actual cost as shown by authoritative 


records. 


If work announced as costing $201,000,000 is going to cost $551,- 


500,000, how about the other large projects, and the countless small ones? 


By HENRY EARLE RIGGS 


ITIES FORTNIGHTLY entitled, 

“Do Municipal Electric Plants 
Really Pay?,” the writer discussed 
some of the problems of what is finan- 
cially the most insignificant part of the 
power program of the present admin- 
istration, the loans and grants to mu- 
nicipalities to build competing elec- 
tric plants in cities and villages.’ In 
the time elapsed since that article 
was written he has had the oppor- 
tunity of making a rather complete 
study of four of the eight major Fed- 


I’ a recent article in Pusitic Utr- 


1Pustic Uriritres FortNicHTLy, Septem- 
ber 24, 1936, p. 363. 


eral projects, and has visited the three 
western projects with whose location 
he was not familiar. 

These studies, and the related 
studies of statistics of navigation and 
power in the territory to be served by 
these new plants have given the writer 
a new viewpoint on the entire program 
of the administration. 

There are several questions that 
need to be answered very definitely. 
One of course is, are these plants eco- 
nomically justified and necessary? A 
second question is, will they pay op- 
erating expenses and fixed charges 
and finally be self-liquidating? The 
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answer to these as to at least three of 
the four plants of which the writer 
has knowledge is an emphatic NO. 
As to the other one its depends largely 
on the policy to be adopted by the gov- 
ernment in marketing its power. 

This article is not designed to touch 
on these two questions but on a third, 
and the most important question of all 
which is this: How many hundred 
million dollars more than the presently 
“allocated” amount is the United 
States committed to in order to com- 
plete the work now projected and 
under construction? 

This particular article is written to 
call attention to the magnitude of this 
question and to present enough facts 
readily capable of proof by the record 
to show that the hasty adoption of ill- 
considered projects by the administra- 
tion will burden the taxpayers not only 
with additional hundreds of millions 
of dollars of capital investment over 
and above the figures given out but 
also will place on the nation a burden 
of fixed charges and operating expen- 
ses of many millions of dollars a year. 


HE program, as shown on the last 
map issued by Pusiic UTILITIES 
FORTNIGHTLY, is summarized as fol- 
lows: 
Federal projects 
State and district projects ... 
Municipal projects 


Rural electrification 
Surveys, investigations, etc. .. 


$1,072,327,754 


The major group of projects, the 
Federal group, shows the following 
list : 

Tennessee Valle 

Central valley, 

Boulder dam 


Fort Peck dam* 
Grand Coulee dam* 


Authority .. $265,000,000 
alifornia 1 


Bonneville dam* 
Passamaquoddy Tidal Power .. 
Casper Alcova 

Bluestone, Virginia 


This article deals primarily with the 
writer’s study of the three marked 
with an asterisk. The Grand Coulee 
dam allocation of $60,000,000 is ac- 
companied with the notation that this 
is only preliminary and the estimate of 
the project exceeds $300,000,000. 
Boulder dam is a project of the pre- 
vious administration and was well on 
its way to completion in March of 
1933. The power development at 
that dam is wholly self-liquidating un- 
der agreements made before construc- 
tion and it should properly be exclud- 
ed, leaving a grand total as above for 
seven projects of $707,642,000. 


HE writer proposes to show that 

the three projects indicated, 
which total $201,000,000 or 28.4 per 
cent of the total exclusive of Boulder 
dam, have actually committed the 
Nation, if the projects are fully car- 
ried out as designed, to a total of 
$551,500,000, an increase of $350,- 
500,000 or 174 per cent above the an- 
nounced cost of these plants. And 
there are enough other figures to be 
found to make one wonder just how 
far short of the final cost the $551,- 
500,000 will be. 

If these things be true of three proj- 
ects out of seven, how about the oth- 
ers? Have we any assurance that any 
of them will come within the esti- 
mates? The reasons for the great dif- 
ference between the first estimates and 
final cost is not to be laid to waste of 
money, poor planning, or the use of 
uneconomical construction methods. 
None of these things ate to be found 





WHAT WILL FEDERAL POWER PROGRAM EVENTUALLY COST? 


on these three jobs. These are no 
“boondoggling” enterprises, they are 
great engineering undertakings, splen- 
didly planned, in charge of highly 
competent and thoroughly experienced 
engineers, and they are being built 
with the very best of materials, the 
most modern and up-to-date machin- 
ery and construction methods, and the 
builders are overcoming some of the 
greatest construction difficulties that 
have ever been encountered by Ameri- 
can engineers. 

The fault lies in the hasty and ill- 
considered approval of great projects 
with only preliminary plans, without 
adequate exploration of the sites, with- 
out such careful study as would give 
the designers knowledge of the prob- 
lems they must solve and without time 
for securing the data for accurate 
estimates. 


Ee of these dams are being built 
by the Corps of Engineers of the 
Army, the other one by the Bureau of 
Reclamation. The splendid record of 
these two agencies of government in 
handling great construction work is 
well known and is sufficient guaranty 
that when done these undertakings 
will be well done and, as engineering 
structures, something to be proud of. 
There are so many technical articles 
descriptive of these three great dams 
that no attempt will be made to de- 
scribe them other than to emphasize 


e 


the magnitude of these undertakings 
that seem to have been authorized 
without much more consideration than 
the average man would give to the 
purchase of a new automobile. 

The economics of these projects 
cannot be discussed in this paper. 
That is a longer story that involves 
studies of power markets and power 
sales in Oregon, Washington, and 
Idaho, and delving into the whole 
story of navigation and river improve- 
ment on the Missouri river. The 
writer has made such studies which 
convince him that no possible proof of 
necessity or economic justification can 
be offered as to the Fort Peck or 
Grand Coulee projects, and that the 
success of Bonneville dam, which will 
be one of the world’s most beautiful 
power plants, depends wholly on the 
marketing policy to be adopted by the 
government. 

So much for those aspects of these 
projects. 


Ro Peck dam, on the Missouri 
river, 1,878 miles above the mouth 
of the river, 1,502 miles above Kansas 
City, and 1,109 miles above Sioux 
City, Iowa, is a project almost wholly 
in aid of navigation. When finished 
it will permit the regulation of flow 
in the river to secure a minimum flow 
of 30,000 second feet, and provide an 
8-foot depth in the channel between 
Sioux City, Iowa, and the mouth of 


studies which convince him 


“THE writer has made .. . 

q that no possible proof of necessity or economic justification 
can be offered as to the Fort Peck or Grand Coulee projects, 
and that the success of Bonneville dam, which will be one 
of the world’s most beautiful power plants, depends wholly 
on the marketing policy to be adopted by the government.” 
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the river. It will have some effect, 
difficult to exactly evaluate, as a flood 
protection measure and in the reduc- 
tion of bank erosion. It will be of 
little or no benefit in reducing the flood 
crests on the Mississippi river. 

No power plant is being installed 
now, but provision is being made for 
a possible future installation. No irri- 
gation is being provided for although 
that may also be a future by-product 
of this dam. No locks are being in- 
stalled, and the very small expendi- 
tures on the upper river in recent years 
leads to the conclusion that there is 
not, and there is not expected to be, 
any river traffic above Yankton. 
Therefore whatever may be the added 
value an 8-foot depth of water over a 
6-foot depth between Sioux City and 
the mouth of the river, that is the 
value of Fort Peck dam. 


_ dam itself will be the largest 
earth dam in the world; 240 feet 
high, over half a mile wide at the 
base, nearly 4 miles long, and con- 
taining one hundred million cubic 
yards of earth. It is a mammoth 
structure. 

Its auxiliary structures, four tun- 
nels each 24 feet in diameter with a 
total length of 4.8 miles, a spillway, 
about 3 miles from the dam, which is 
2 miles long, concrete lined with six- 
teen gates 25 feet by 40 feet, are as 
imposing as the dam itself. They re- 
quired some 14,000,000 cubic yards of 
excavation, 124,000 tons of steel (in- 
cluding the sheet piling of the dam it- 
self) and 1,330,000 cubic yards of 
concrete. 

Such items of preliminary construc- 
tion as 288 miles of 150,000-volt 
transmission line, many miles of high- 


way and railway, a bridge across the 
Missouri river, and a town to house 
nearly 500 families and several thou- 
sand workmen were incidental to con- 
struction of the dam. 

It is small wonder that when an en- 
gineer is called on for a hurry-up esti- 
mate on such a job, when no data as 
to conditions at the site are available, 
the resulting figure must of necessity 
be of a most general and preliminary 
nature and subject to revision. 

The record is clear as to what hap- 
pened at Fort Peck. The report of 
the Chief of Engineers of the United 
States Army for 1934, on pages 841 


and 842, says regarding Fort Peck: 
No work has been authorized by Con- 
gress. The provision of an earth dam for 
impounding water for the improvement of 
navigation on the Missouri, Sioux City to 
the mouth, as recommended by the Chief of 
Engineers, September 30, 1933, was included 
in the Public Works program under the 
National Industrial Recovery Act. . . . 
Total construction cost of the reservoir (es- 
timated) $86,000,000. . . Clearing of 
timber from the dam site was commenced 
October 23, 1933. 


be report for 1935 says, on page 
1013, that the project “was au- 
thorized by the Public Works Admin- 
istration, October 24, 1933, and adopt- 
ed by the River & Harbor Act of Au- 
gust 30, 1935. (4 Doc. No. 238, 73rd 
Congress, 2nd Sess.)”” This report 
further states: ‘The estimate of cost 
of new work, revised in 1935, is 
$110,000,000.” The date of final 
completion is fixed at October, 1939. 
Here then is an increase from $86,- 
000,000 to $110,000,000, a total in- 
crease of $24,000,000 or 27.9 per cent 
in Fort Peck dam. 

Under an act passed by the Con- 
gress in 1927, the Corps of Engineers 
of the Army was authorized to make a 
study of the major rivers of the coun- 
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WHAT WILL FEDERAL POWER PROGRAM EVENTUALLY COST? 








What Will the Cost Be? 


“ec 


by 25 to 50 millions of dollars. 


‘ there is every reason to suspect that these 
theee jobs [Fort Peck, Grand Coulee, and Bonne- 
ville] may exceed this 551 million dollar figure 
So many things 
have been going on in the last three years that 
it is worse than a three-ring circus. 
or professional man cannot possibly know what 
is being done or how much it is costing.” 




















The business 








try and report on possible development 
of them in aid of navigation, flood 
control, power, and irrigation. These 
reports are known as the “308 Re- 
ports.” 

Engineering News Record, issue of 
November 29, 1934, discusses this re- 
port in connection with an early article 
on Fort Peck, and on page 693 says: 

Lack of knowledge of the Fort Peck proj- 

ect was due to the fact that a Corps of 
Engineers report upon the development of 
the Missouri river for navigation, flood con- 
trol, power, and irrigation, which set forth 
the possibilities of a reservoir on the Mis- 
souri river near Fort Peck, had only recent- 
ly been completed and had not been printed, 
nor had the whole project for codrdinated 
development of the river contained therein 
been specifically considered by Congress. 

The sequence of events seems to 


have been: 
1. Recommendation of the Chief of 
Engineers, Sept. 30, 1933. 
2. Commencement of clearing work 
on the dam, Oct. 23, 1933. 
3. Authorization by PWA, Oct. 24, 
1933. 


4. Approval of Congress (by inclu- 
sion in R & H Act) Aug. 30, 1935. 


The same article of Engineering 
News Record, on page 694, calls at- 
tention to the opinion of the division 
engineer at St. Louis that the small 
reservoir designed for flood control 
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only at Fort Peck was not capable of 
giving a depth of 8 to 9 feet. below 
Yankton and recommended the larger 
reservoir to cost $84,200,000, and also 
calls attention to further work on river 
improvement which with Fort Peck 
reservoir would total $169,000,000, 
and, adding work already done and 
paid for of $65,000,000, would total 
$234,000,000. 


A the writer analyzes the work on 
the Missouri river during the 
Roosevelt administration, as shown 
by Reports of the Chief of Engineers, 
the figures are (see page 460). 

It would therefore appear that new 
construction in aid of navigation on 
the Missouri in four years would total 
$191,652,000 instead of the $169,- 
000,000 estimated. 

This work on the river channel was 
obviously necessary if Fort Peck dam 
is to be justified at all, as the chief 
function of the dam is to give an 8- 
foot depth of water in the channel es- 
tablished by this other work. 

Attention might properly be called 
to the fact that $265,987,980 is quite 
an investment in aid of navigation. It 
ought to pay for a lot of transporta- 
tion. In 1934, the grand total tons 
moved on the river are reported as 
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Actually spent, June, 1933, to June, 1935 ..... 


Proposed for fiscal year 1936 


Recommended for year 1937 .............0-. 


Total—June, 1933, to June, 1937 ........ 
Spent in all previous years ..........ssssceee 
Po ee re 


ee 








New Work Maintenance Total 
rorre $29,843,915 $1,667,663 $31,511,578 
ae a 22,808,467 1,854,895 663, 
eckite ,000, 2,920,000 31,920,000 
Siatit $81,652,382 $6,442,558 $88,094,940 
Ee 74,335,. "598 10,603,140 91,909,248* 
ae. ,000, 110,000,000 

$265,987,980 $290,004,188* 


* Includes $6,970,510 spent prior to 1902 not separated between Construction and Maintenance. 


1,680,066. An analysis shows that 
1,493,300 of this was piling and 
brush, stone, sand, and gravel used al- 
most wholly in government construc- 
tion work, leaving less than 187,000 
tons of all other freight. Only one 
other year in the years back to 1920 
has a greater tonnage been reported. 
Total ton miles in 1934 amounted to 
14,600,000, indicating an average 
length of movement of 8.7 miles. 

Let each reader solve the question 
of justification for himself. 


| sacha dam on the Columbia 
river in Oregon about 144 miles 
from the mouth of the river and 40 
miles above Portland, is designed as a 
navigation and power project. 

The Army Engineers submitted a 
“308 Report” to Congress in 1931 
giving a summary of power possibili- 
ties on the Columbia, and therein dis- 
cussed the construction of either eight 
or ten dams, of which Bonneville was 
the first and Grand Coulee the fur- 
thest up the river. Two estimates 
were made of the completed develop- 
ment at Warrendale, now called Bon- 
neville, one being for $58,880,000 and 
one for $67,000,000. 

The report of the Chief of Engi- 
neers of the Army for 1934 says, on 
pages 1334 and 1335: 


e 


No work has been approved by Congress. 
The project authorized by the Federal 
Emergency Administration of Public Works 
provides for acquisition of necessary lands 
and construction of a dam, power plant, and 
lock, for power and navigations. . . . 

Work was started in October, 1933. 
Since that date engineer studies, surveys, 
exploratory drilling, construction roads and 
camps, temporary shift in Oregon, Wash- 
ington Railroad and Navigation Company 
tracks and navigation locks have been com- 
pleted. 


The total costs incurred during that 
fiscal year were $1,918,000. The En- 
gineers’ report says that “estimated 
cost of the dam, lock, and two power 
units is $40,200,000.” The date of 
the letter of transmittal of this report 
of the Chief of Engineers was Octo- 
ber 18, 1934. 

Engineering News Record, in the 
issue of November 1, 1934, made the 
following statement: 


With only preliminary plans, and without 
having had opportunity for adequate ex- 
age of the site, the Corps of Engineers 

. S. Army, under urgent pressure from the 
Public Works Administration to put men 
to work, nearly a year ago let the first con- 
tract for the construction of a navigation 
and power dam across the Columbia river 
at Bonneville, Oregon. 

Soon after the submission of the prelim- 
inary plans to Congress, the PWA, seek- 
ing projects that would create employment 
in the Portland area, picked upon Bonneville 
as a desirable undertaking and late in Sep- 
tember of last year, allotted $250,000 to the 
Corps of Engineers for further exploration 
and preparation of detailed plans. Only a 
week later an additional allotment of $20,- 
000,000 was made to start work. 
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WHAT WILL FEDERAL POWER PROGRAM EVENTUALLY COST? 


see article gives the details of the 
original estimate of cost of the 
initial installation which estimate 
totaled $31,000,000. It also describes 
certain changes made in the plan, such 
as moving the spillway section of the 
dam downstream 3,000 feet to effect 
a saving in cost; and the enlargement 
of the navigation lock from 76 x 360 
feet long with 15 feet of water over 
the sill, to 76x 500 with a 26-foot 
depth over the sill, at an estimated cost 
of $1,500,000. 

Turning to the Annual Report of 
the Chief of Engineers for 1935, on 
page 1513, the following is found: 


The estimated cost of the dam, lock, two 
power units, and fishways is $42,415,700. 
The project was authorized September 30, 

1933, by the Federal Emergency Adminis- 

tration of Public Works and adopted by the 

River & Harbor Act of August 30, 1935. 

(Senate Committee Print, 73rd Congress, 

2nd Sess.) 

This last quotation mentions fish- 
ways. The salmon fishing industry on 
the Columbia river is an important 
one bringing to Portland and vicinity 
annual revenues of 8 to 10 million 
dollars. The chief objection to the 
dam locally came from this industry, 
and to remove that objection the engi- 
neers designed and are building the 
most elaborate provision for caring 
for the movement of fish up and down 
stream to be found in the world. 

The fish ladders and fish locks or 
elevators, will cost between $3,500,000 


and $4,000,000 and undoubtedly ac- 
count for and fully justify a substan- 
tial increase in the cost of the dam. 


dx project, when completed, will, 
in the writer’s opinion, be one of 
the very finest projects built by the 
government. 

It is close to Portland and the heav- 
ily populated sections of Oregon. 
Those populous areas in Washington, 
west of the Cascades, up to and includ- 
ing Tacoma are nearer to it than to 
Grand Coulee. The dam will extend 
deep water 50 miles up river to The 
Dalles, and with some work on the 
river channel will make the Columbia 
navigable for ocean-going vessels for 
a distance of 200 miles. 

The plant is not open to criticism 
as to design or construction methods, 
and is a credit to the Army Engineers 
and to the eminent engineers and 
civilian staff engaged upon it. 

It is, however, an excellent example 
of the uncertainty of cost which re- 
sults from starting a great enterprise 
without full information. 

Engineering News Record gives full 
details of the original estimate of the 
initial installation at $31,000,000, but 
the best final authority places the ac- 
tual cost at $42,415,700, an increase 
of $11,415,700 or 36.8 per cent. 

The figures given out from Wash- 
ington and used by Pusiic UTILITIES 


e 


to design or construction methods, and is a credit to the 


q “Tue plant [Bonneville dam] is not open to criticism as 


Army Engineers and to the eminent engineers and civilian 
staff engaged upon it. It is, however, an excellent example 
of the uncertainty of cost which results from starting a great 
enterprise without full information.” 


461 





PUBLIC UTILITIES FORTNIGHTLY 


FORTNIGHTLY in the table at the be- 
ginning of this article are $55,000,000, 
presumably for the completed plant. 
The Oregon State Planning Boards 
Committee, to study the wholesale cost 
of Bonneville power in its report 
(page 10) which was prepared from 
data furnished by the U. S. Division 
Engineer, places the estimated cost of 
the completed project at $61,500,000, 
and estimates the capital cost of the 
transmission system and 51 receiving 
substations at $43,270,000, or a grand 
total for plant and transmission of 
$104,770,000. 


oS ama Coulee dam in Washing- 
ton, 70 miles south of the Cana- 
dian border, cannot be adequately dis- 
cussed in a few paragraphs. The 
work which is now in progress is the 
construction of the foundations of a 
high dam in the Columbia river which 
will back the water 151 miles to the 
International Boundary, and which 
will be the largest masonry structure 
in the world, containing 11,250,000 
cubic yards of concrete. 

Auxiliary structures will be two 
power houses each containing nine 
120,000-kilovolt amperes units and a 
pumping plant equipped with 20 mo- 
tors with a total capacity of 660,000 
horsepower operating pumps which 
will lift 16,000 cubic feet of water per 
second when operating under a 370- 
foot head. This will be the world’s 
largest pumping plant. 

In addition, two dams across the 
Grand Coulee will form a reservoir 
for irrigation, 268 miles of main ir- 
rigating canals will be built and all of 
the incidental structures. 

This project rates with Fort Peck 
dam in magnitude of the individual 


structures, and in the immense amount 
of incidental construction that is re- 
quired to permit it to function accord- 
ing to plan. Unlike Fort Peck only a 
beginning has been made at Grand 
Coulee. Present contracts cover only 
the foundations of the river dam, and 
include no power house construction 
except the foundations, no machinery 
or power house equipment, and none 
of the irrigation structures. This 
project was initiated in 1933 as a 
“Power Yardstick.” 


F  asermsigas the major project now 
under construction was consid- 
ered too large to undertake. Engi- 
neering News Record of August 1, 
1935, refers to it as “an improvised 
power development, a fragment of the 
fully planned development that, in- 
cluding the land irrigation structures, 
had been estimated to cost some 
$375,000,000.” 

Further on in the same article it is 
stated : 


Thus Grand Coulee started, in essence as 
$63,000,000 worth of power development. 
Meanwhile politics and policy had injected 
another factor into the northwest Federal 
relief works program. Oregon had demand- 
ed its share of relief works and Bonneville 
power and navigation dam on the lower 
Columbia river was given an allotment of 
$31,000,000. As Bonneville was nearer the 
power markets and also was alone capable 
of furnishing more power than the market 
required, a reconsideration of the original 
plan for Grand Coulee was indicated. 


That this project was entered into 
without due consideration and proper 
planning, is clearly proven by a paper 
by Kenneth B. Keener, Senior Engi- 
neer, U. S. Bureau of Reclamation, in 
Engineering News Record of August 
1, 1935, in which he describes the con- 
ditions that led to a radical change of 
plans. The following quotations tell 
the story: 
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WHAT WILL FEDERAL POWER PROGRAM EVENTUALLY COST? 


Early field investigations of the dam site 
consisted of fourteen diamond drill holes in 
1921, and two additional holes in 1930. 
more thorough investigation of the site was 
begun in the fall of 1933 and, although con- 
struction is in progress, drilling is being 
continued to solve various design and con- 
struction problems prior to the completion 
of the excavation. . .. 

Two years ago, when the $3,300,000,000 
Public Works Fund provided by the Recov- 
ery Act of 1933 was to be put to work, an 
allocation of money was made to begin 
work on the dam. This allocation was lim- 
ited to $63,000,000, or only about one third 
the cost of the dam and power plant, just 
described. (The one now under construc- 
tion.) Accordingly a low dam was de- 
signed to constitute the first stage of a two 
stage construction, but to produce a com- 
plete operative power development without 
waiting for the second stage. . . . 

A contract for the construction of the low 
dam was entered into on July 16, 1934. 


Upon further study of the effect of im- 
posing a high dam upon the low dam, the 
engineers of the Bureau came to the conclu- 
sion that a change in the size and shape of 
the foundation, to make possible the ultimate 
construction of a high dam needed in irriga- 
tion should be made now. 

The official order for this change of plan 
to the contractor was issued on June 5, 1935. 

The dam and power plant have been esti- 
mated to cost some $170,000,000. The irri- 
gation works would cost about $210,000,000 
in addition. 


Hus we have $63,000,000 

changed into “about” or “some” 
$380,000,000. A good deal of doubt 
is thrown on this latter figure by the 
fact that the Army Engineers, in their 
“308 Report” in 1931, estimated the 
cost of Grand Coulee dam at $204,- 
483,453 instead of “some $170,000,- 
000,” and irrigation works for 1,174,- 
630 acres at $207,397,120, making a 


total of $411,880,573 instead of the 
$380,000,000 above given. 

The writer believes that his case is 
proven. The figures summarize: 


Minimum 
Original Revised 
Figures Figures 
Fort Peck ..... $86,000,000 $110,000,000 


Bonneville ..... 55,000,000 61,500,000 
Grand Coulee .. 60,000,000 380,000,000 


$201,000,000 — $551,500,000 


And there is every reason to suspect 
that these three jobs may exceed this 
551 million dollar figure by 25 to 50 
millions of dollars. 

So many things have been going on 
in the last three years that it is worse 
than a three-ring circus. The business 
or professional man cannot possibly 
know what is being done or how much 
it is costing. The writer has visited 
every one of these projects. He was 
given every opportunity to see all parts 
of the work with the engineers in - 
charge. He has nothing but praise 
for the design and the construction 
work. But there are other aspects of 
these jobs in which all of us, as citi- 
zens, are vitally interested. 

This is the story that the writer has 
gathered as to that very important as- 
pect—the cost that the country is final- 
ly committed to by the hasty approval 
of three jobs, two of which might be 
described as building great monu- 
ments in the desert. 








Townsend on Government in Business 


“oM* attitude is in accord with National Association of Manufac- 
turers that government should keep hands out of private busi- 
ness management. The government has never shown an efficiency in 
business to be envied or emulated by business men. Manufacturers are 
seemingly missing vital point in their effort to restore prosperity. They 
make no provisions for an increase of buying power on part of general 
public. Unless this is done, all efforts to restore prosperity will fail.” 


—Dr. Francis E. TOWNSEND, 
Author of the Townsend Plan. 
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New Acres and Power 


THE Federal Bureau of Reclamation which since 

1902 has been engaged in the work of irrigating 

arid lands in the West is about to become a factor 
in hydroelectric generation. 


By WILLIAM E. WARNE 


HE Bureau of Reclamation, 

which for thirty-four years has 

been the principal agent engaged 

in the work of irrigating new areas in 

the arid West, is about to become a 

factor in the field of hydroelectric 
power generation. 

While 22 hydroelectric plants had 
been constructed on 13 of its 29 op- 
erating projects, the amount of power 
produced up to date, although not al- 
together insignificant, has been small. 
With installation of a battery of four 
82,500 kilovolt-ampere generators 
now in progress at the Boulder dam 
power house on the Colorado river, 
the position in this field is about to be 
changed. 

Congress established the Bureau of 
Reclamation in 1902 at the urging of 
Theodore Roosevelt and as a part of 
the great conservation program he 
sponsored as President. Its purpose 
was to invest the revenue from the 
sale of public lands in irrigation proj- 
ects which would help the arid and 
semiarid public-land states to develop. 
The cost of the projects was to be re- 
paid into a revolving fund over a peri- 


od of years from the wealth created by 
the irrigation. 

Blighted by a deficiency in natural 
rainfall, little growth of a sound and 
permanent character could be expected 
without irrigation in a vast region oc- 
cupying fully one third of the terri- 
tory of the United States. The rain- 
fall ranges between 3 and 20 inches 
annually between the 100th meridian 
and the Pacific ocean, except on the 
crest of mountains and in a narrow 
strip along the coast between San 
Francisco bay and the Canadian 
border. Twenty inches is insufficient 
to sustain an intensive agriculture and 
3 inches will not sustain life. 


A™ civilization, to advance beyond 
the simplest pastoral stage in 
such a region, must turn to irrigation. 
The Indians in prehistoric times prac- 
ticed irrigation in parts of this area 
whenever pueblo existence developed 
out of their primitive civilizations. 
The early Spanish missionaries ir- 
rigated the fields surrounding their 
missions during the year of their es- 
tablishment. The Mormons watered 
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the Utah desert in order to found their 
colony in the basin of the Great Salt 
lake in 1847. The 49’ers, many of 
them, found it more profitable to use 
the water in the Sierra Nevada 
streams to irrigate the valleys than to 
pour it through their sluice boxes once 
disappointment had cured their gold 
fever. 

With water for only a small frac- 
tion of the million of acres of fertile 
lands available, through the hurried 
pioneering era the great contest was to 
claim and use the water. It was only 
natural that all the cheap and easy 
diversions from western streams were 
made quickly. It is not surprising 
that in many cases unregulated water 
supplies were overdeveloped by pro- 
moters more interested in the sale of 
land than in the welfare of the settlers. 
By 1902, private interests had ex- 
hausted their abilities to provide addi- 
tional irrigation works. Potential de- 
velopments then remaining, with few 
exceptions, were too costly to be 
financed privately. However, there 
was a critical need for construction of 
storage dams for regulation of water 
supplies for expansion of irrigated 
areas, if the population of the West 
were to increase and if its growth 
were to be encouraged. 


| pees by this situation, Congress 
adopted reclamation as a national 
policy. It set up the reclamation re- 
volving fund. It set up the Bureau of 
Reclamation on a business basis, with 
instructions to levy the cost of new 
projects against the land and to re- 
quire repayment without interest in 
periods which have been lengthened 
from the original ten to the present 
forty years. In the operation of this 
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law the Bureau has spent $228,000,- 
000 and of this amount $46,000,000 
has become due for repayment to the 
reclamation fund from contracting 
water users. The water users have 
repaid 99 per cent of that which has 
become due. 

Through this expenditure, the Bu- 
reau has created in excess of $1,000,- 
000,000 in taxable property in 15 
western states, and has brought into 
existence homes for about 700,000 
persons now living on farms and 
towns on its projects. It supplies wa- 
ter to about 2,800,000 acres. The 
benefit of this activity to the western 
states, and hence to the nation, was il- 
lustrated most dramatically in 1934 
when a drought of unprecedented 
severity reduced the rest of the arid 
and semiarid region to a dust pan, 
leaving only the oases of irrigated 
areas to avert complete disaster. 

In the first instance little thought 
was given to the possibilities for de- 
velopment of hydroelectric energy 
which inevitably were to be created by 
construction of these projects. Water 
stored in a reservoir must fall to a 
lower level en route to the land it is 
to irrigate, and for this reason most of 
the Bureau’s projects have potential 
power. 


N the course of construction of its 

very earliest projects the Bureau 
built its first power plants. They were 
small, and were designed to provide 
power during the construction period, 
thus to reduce costs. For example, 
the first installation was on the Salt 
river project in Arizona in 1906 for 
the purpose of providing power for 
the construction of Roosevelt dam. 
The Spanish Fork plant on the Straw- 








PUBLIC UTILITIES FORTNIGHTLY 


berry valley project in Utah was built 
to furnish power for the drilling of 
Strawberry tunnel, and the Lingle 
plant on the North Platte project in 
Wyoming was constructed to supply 
energy for electric draglines at work 
excavating canals of the Fort Laramie 
division. The Lingle plant saved 
11.25 cents a yard on 800,000 cubic 
yards of excavation by making it pos- 
sible to use electrically operated equip- 
ment. 

The second type of power develop- 
ment undertaken was to provide ener- 
gy for pumps used in the irrigation 
system or used in draining lands of 
the project. Plants of this type were 
designed as a part of the waterworks. 
One example of such a plant is the 
Siphon Drop plant on the Yuma proj- 
ect in Arizona. It was completed in 
1926. It develops about 1,000 kilo- 
watts under a 10-foot head. Prior to 
its construction the Yuma and Yuma 
Auxiliary projects had been purchas- 
ing power for pumping purposes at an 
average cost of about 2.8 cents per 
kilowatt hour, whereas power for the 
project now is obtained from this 
small plant at an average cost of less 
than 0.8 cents per kilowatt hour. 


W 


ITH either type of power devel- 
opment opportunities arose for 
the sale of power for commercial pur- 


poses. Usually the demand was suffi- 


q 


2 


cient to require increasing the plants 
to the maximum size that could be op- 
erated with the water available and 
consistent with irrigation needs, 

Before investigating in detail these 
early power developments on reclama- 
tion projects, a recent and vastly more 
important type should be introduced. 
It is epitomized by Boulder dam on 
the Colorado river. It is the project 
in which power generation deliberately 
is included as a major purpose, and 
the sale of power is counted upon to 
repay or to contribute largely toward 
repayment of the cost of construction. 
While projects in this class are, per- 
haps, dependent upon power genera- 
tion and sale for their existence, since 
otherwise they could not be financed, 
they are not “power projects.” In 
each case they are something more. 
In each case power remains a by-prod- 
uct of the primary conservation objec- 
tives, water supply, and river regula- 
tion. 

Boulder dam, of the Boulder can- 
yon project, Kennett dam, of the 
Central valley project in California, 
Grand Coulee dam, of the Columbia 
basin project in Washington, and 
Seminoe dam, of the Casper-Alcova 
project in Wyoming, four members of 
the third group of reclamation proj- 
ects, can best be described as multiple- 
purpose dams. In each case they are 
the keystone of a comprehensive pro- 


“It ts not surprising that in many cases unregulated water 
supplies were overdeveloped by promoters more interested 
in the sale of land than in the welfare of the settlers. By 


1902, private interests had exhausted their abilities to pro- 


vide additional irrigation works. 


Potential developments 


then remaining, with few exceptions, were too costly to be 


financed privately.” 
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gram for use of a major water re- 
source. 


ta as irrigation development in the 
West reached the point of 1902 
where private capital could no longer 
finance it because of the cost of the 
waterworks, so it has reached a point 
where it is no longer possible in an in- 
creasing number of cases to assess the 
entire cost of the waterworks against 
the land to be improved with any ex- 
pectation that the cost can be repaid. 
Fortunately for the future of the 
West, it no longer is necessary that the 
entire cost be assessed against the 
land. The great dams now needed in 
these projects are capable of produc- 
ing hydroelectric energy as a by-prod- 
uct of their principal function—regu- 
lation of large and erratic rivers for 
flood control, silt control, irrigation, 
city water supply, and navigational 
improvements. The by-product is ca- 
pable of paying all the excess cost with 
money left over. 

The Bureau sells its power in 
blocks, or, as at Boulder dam, sells it 
in terms of falling water even before 
it is generated. Purchasers include 
municipalities, water users’ organiza- 
tions, and utility companies. It has 
been the policy of the Bureau from 
the first to turn its projects over to 
the beneficiaries for operation of all 
phases as soon as possible after com- 
pletion. This policy will govern the 
operation of the power plant at 
Boulder dam. 


HILE power developments on 
reclamation projects in the be- 
ginning may have had Topsy-like his- 
tories, just growing from such un- 
premeditated steps as those taken to 
reduce construction costs of Roosevelt 


dam and the North Platte canals, in 
recent years the power development 
has been planned as carefully as 
the engineering structures themselves. 
This seems a logical evolution. 

“Combination of irrigation and 
power obviously brings about a double 
use of water and thus increases the 
value and overall efficiency of that 
water,” John W. Haw and F. E. 
Schmitt, serving as an independent 
commission to investigate the efficacy 
of the Federal Reclamation policy, re- 
ported to Secretary of Interior Harold 
L. Ickes. “Full development of power 
possibilities is therefore desirable in 
the public interest.” 

Despite general acceptance of this 
principle in recent years, there has 
been no precise and general answer 
to the question: “Who is entitled to 
the profits of these power plants once 
their cost has been repaid ?”’ 

Mr. Haw and Mr. Schmitt said, 
“Tt would seem more broadly equitable 
to hold that the power value survives 
as a property of the general public.” 

This conclusion was based on the 
contention that although efficiency 
dictated joint development of power 
and irrigation, the two functions 
should be considered separate although 
complementary enterprises, the cost of 
the project divided equitably between 
them and their operation segregated. 
Messrs. Haw and Schmitt would have 
the revenues go to the government 
when the cost of the power plant has 
been returned. 


Dewees has spoken several times 
in this regard. In 1924 it passed 
a bill which provided that when a proj- 
ect is turned over to the water users 
for operation and maintenance, the net 
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Use of Water as Major Resource 


i. yoy dam, of the Boulder canyon project, Kennett dam, 
of the Central valley project in California, Grand Coulee 
dam, of the Columbia basis project in Washington, and Seminoe 
dam, of the Casper-Alcova project in Wyoming, four members 
of the third group of reclamation projects, can best be described 
as multiple-purpose dams. In each case they are the keystone of 
a comprehensive program for use of a major water resource.” 





revenues should be credited annually ; 
first, on account of project construc- 
tion charge; second, on account of 
project operation and maintenance 
charge; and, third, as directed by the 
water users. 

Later special legislation, supple- 
menting this act, directed that the net 
power revenues on certain projects be 
applied ; first, to repayment of the cost 
of the power system; second, to the 
repayment of part or all of the cost of 
special irrigation features; and third, 
to the reclamation fund. 

In the Boulder Canyon Project Act 
of 1928, Congress required sale of 
power to repay the cost of Boulder 
dam and power plant with interest at 
4 per cent in fifty years. No interest 
is involved on projects contructed un- 
der the reclamation law. 

The policy favored by the Bureau 
of Reclamation is: that the power 
profits should be applied first to repay- 
ment of the construction cost of the 


power plant and system; second, to 
aid in repayment of the construction 
cost of the dam and other structures 
which make possible the power de- 
velopment; and, third, to be covered 
into the reclamation fund to be used 
with other moneys in that fund in the 
construction of additional works. 


ENERALLY speaking, going back 

for a moment in the history of 
these projects, where a power plant 
was built to aid in the construction 
of a reclamation project, its cost was 
included as a part of the total cost of 
construction. Repayment contracts on 
these projects, therefore, include the 
cost of such power plants. It was 
natural for the water users to take 
these plants over, sell the power to 
farmers living along the main canals 
where transmission lines had been 
built during the construction period, 
and to use the net revenues to assist 
in repaying the cost of their projects. 
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NEW ACRES AND POWER 


Where the plants were built to fur- 
nish power for pumps which were a 
part of the waterworks, it generally 
was found there was a salable surplus. 
The Minidoka power plant on the 
Minidoka project in Idaho was an 
early example of this type. It had a 
capacity of 10,000 kilowatts, of which 
8,000 were used during the irrigation 
season to operate pumps and the sur- 
plus was sold to project towns and 
mutual companies serving rural dis- 
tricts for commercial distribution. 
The power revenue of this project 
is being used by the irrigation interests 
for purchase of additional storage, 
increasing the water supply and 
power development, and drainage, 
and for payment of annual construc- 
tion charges. 


8 gue the provisions of the Act 
of 1924, mentioned previously, a 
project fortunate enough to have fine 
power possibilities might prove a gold 
mine to its water users, although they 
had not turned a hand to make it so. 
The privilege of homesteading a farm 
under such a Federal canal included 
the right to a share in a profitable 
power business. The water users 
could pocket the power revenues when 
the project was paid for. Under lat- 
er acts, the power-favored projects 
obtained some advantages over proj- 
ects not so lucky, but they were re- 
duced greatly and the revenue began 
returning to the reclamation fund. 

It seems likely, with the Boulder 
Canyon Project Act as a possible 
guide, that in the future the govern- 
ment will require net power revenues 
from reclamation projects to return 
to the government for use in addition- 
al developments. 


Let us turn briefly to Boulder dam, 
its power house, and the manner in 
which the power revenues there are to 
be applied. In the power house at 
Boulder dam 15 generators of 82,500- 
kilovolt-ampere capacity and two of 
40,000 kilovolt amperes will be in- 
stalled. The power house will have 
a rated capacity of 1,835,000 horse- 
power, which far exceeds the capacity 
of other noteworthy plants, as, for ex- 
ample, Dnieprostroy (U. S. S. R.) 
750,000 horsepower and Niagara (U. 
S.) 452,500 horsepower. The power 
from the Boulder plant is allocated as 
follows: 18 per cent each to Ari- 
zona and Nevada; 36 per cent to the 
metropolitan water district of south- 
ern California; 13 per cent to the city 
of Los Angeles; 6 per cent to smaller 
municipalities, and 9 per cent to the 
Southern California Edison Company 
and other utilities. 


| Sey power is sold to the purchas- 
ers as falling water at 1.63 mills 
per kilowatt hour measured in terms 
of energy at transmission voltage. 
Dump power, all of which has been 
allocated to the metropolitan district 
for pumping purposes, is sold at half 
a mill. By selling the power as fall- 
ing water, the purchasers are required 
to operate and maintain the power 
house. This will be done by the city 
of Los Angeles and the Edison Com- 
pany for all the purchasers. 

The income from Boulder dam 
power during the first year of full op- 
eration will be $7,057,900 for 4,330,- 
000,000 kilowatt hours of primary 
energy and $775,000 for 1,500,000,- 
000 kilowatt hours of secondary en- 
ergy. In fifty years the income will 
have been reduced to $6,550,000 
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annually because of a gradual decrease 
in water available for generation pur- 
poses due to expected upstream devel- 
opment. 

In the next half century, $361,000,- 
000 will be received from sale of pow- 
er at the present rates at Boulder dam, 
creating a surplus of $166,500,000 
after repaying with interest the cost 
of the dam and power plant. Arizona 
and Nevada each will receive $31,- 
200,000 of this surplus as payment in 
lieu of the right to tax the property. 
The remaining $104,000,000 will be 
used by the government as follows: 
$37,500,000 will go to repay with 4 
per cent interest an allotment of $25,- 
000,000 of the cost of the project 
which is charged to flood control ; and 
$66,500,000 will be used as Congress 
directs in further development of the 
Colorado river. 


i is necessary again to call attention 
to the fact that Boulder dam was 
planned primarily as a means of reg- 
ulating a dangerous river, otherwise 
an inaccurate impression that it serves 
a single purpose might be gained from 
the foregoing. 

For thirty years alternate floods 
and drought levied a toll of many 
millions on the fertile irrigation set- 
tlements below Boulder dam. The 
outcry which arose from Imperial 
valley, which in 1906 was all but de- 
stroyed by the river, first centered 


7 


national attention on the problems of 
the Colorado basin. Here was a win- 
ter garden of more than 500,000 acres 
which actually had been created out 
of a desert as dry and perhaps more 
forbidding than the Sahara. Crops 
valued at $100,000,000 have been har- 
vested in a single year in the Califor- 
nia valley. The Federal government 
did not develop the Imperial valley, 
but it built a project at Yuma, Ari- 
zona, across the river. Lying below 
sea level and 200 feet below the Colo- 
rado river’s bed, the Imperial valley 
was in constant danger of inundation 
as a result of the vagaries of the river. 
Each year its great spring flood 
threatened life and property and each 
year its low flow in the late summer 
and fall endangered crops. This em- 
pire is indebted to Boulder dam 
which has forever saved it from flood 
and drought through regulating its 
water supply. 


HE dam also makes possible, 

through regulation of the stream, 
provision of a supplemental water sup- 
ply for the cluster of cities at Los 
Angeles. Without regulation, diver- 
sion of the water needed for future 
growth would have been impossible. 
Without a source of cheap power the 
metropolitan water district could not 
have undertaken to carry its water 
across 249 miles of desert and over a 
mountain range for their use. 


if Congress adopted reclamation as a national policy. 
q It set up the Bureau of Reclamation on a business basis, 
with instructions to levy the cost of new projects against 
the land and to require repayment without interest in periods 
which have been lengthened from the original ten to the 


present forty years.” 
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NEW ACRES AND POWER 


Today there are 3,000,000 people 
in the area benefited by Boulder dam. 
Through conservation of this area’s 
water supply, the Colorado river, 
Boulder dam has made it possible to 
double that population. 

Power manufactured at the dam is 
expected to play a large rdle in this 
new drama of building the West. It 
will provide comforts for the new 
population and turn wheels for their 
livelihood. 

What Boulder dam is to the South- 
west, Kennett dam will be in the Cen- 
tral valley of California; Grand 
Coulee dam will be to the Northwest 
and Seminoe dam to its vicinity in 
Wyoming. Kennett dam will supply 
between 330,000 and 400,000 horse- 
power to the northern California pow- 
er market while regulating the Sac- 
ramento river and performing a most 
important function in a geographical 
redistribution of the waters of central 
California. Seminoe will store the 
water of the North Platte river for 
use on the Casper-Alcova project, 
meanwhile generating 42,000 horse- 
power of electric energy for its elec- 
trification. 


Bin high dam proposed as the ul- 
timate development at Grand 
Coulee will have a power house of a 
rated capacity of 2,500,000 horsepow- 
er, and will serve as the keystone of 
the plan for complete development of 
the Columbia river and development 
of the Columbia basin irrigation 
project. It will create homes for al- 
most half a million people where none 
now exist. 

But these are the future develop- 
ments, the projects just now being 
transferred from blue prints to con- 


crete and steel. At present none of 
their generators are in operation, al- 
though the first of the battery at 
Boulder dam soon will be humming. 

The total hydroelectric production 
of Federal reclamation projects in 
1935 was 349,523,772 kilowatt hours, 
of which 257,657,345 kilowatt hours 
were sold. The rest was used in 
pumping on irrigation systems and 
like purposes. 

Plants in operation on Federal 
projects were: Boise project, Idaho, 
Black Canyon plant with a capacity 
of 10,000 kilovolt amperes and Boise 
river plant with a capacity of 1,875 
kilovolt amperes; Grand valley proj- 
ect, Colorado, Grand valley plant, 
3,750 kilovolt amperes; Minidoka, 
Idaho, project, Minidoka plant, 10,- 
000 kilovolt amperes; North Platte 
project in Wyoming and Nebraska, 
Guernsey plant, 6,000 kilovolt am- 
peres, and Lingle plant, 1,750 kilo- 
volt amperes; Rio Grande project, 
New Mexico and Texas, Elephant 
Butte plant 150 kilovolt amperes ; Riv- 
erton, Wyoming, project, Pilot Butte 
plant, 2,000 kilovolt amperes; Salt 
river, Arizona, project, Roosevelt 
plant, 19,250 kilovolt amperes, Horse 
Mesa plant, 33,300 kilovolt amperes, 
Stewart Mountain plant, 13,000 kilo- 
volt amperes, Mormon Fiat plant, 8,- 
750 kilovolt amperes, Cross Cut plant, 
5,250 kilovolt amperes, South Consol- 
idated plant, 2,000 kilovolt amperes, 
Arizona Falls plant, 1,060 kilovolt 
amperes, and Chandler plant, 600 kilo- 
volt amperes; Shoshone, Wyoming; 
project, Shoshone plant, 7,000 kilo- 
volt amperes; Strawberry valley; 
Utah project, Spanish Fork plant, 
1,000 kilovolt amperes; Yakima, 
Washington, project, Prosser plant, 
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3,000 kilovolt amperes, and Rocky 
Ford plant, 187 kilovolt amperes ; and 
Yuma, Arizona, project, Siphon Drop 
plant, 2,000 kilovolt amperes. 


HE Bureau of Reclamation con- 

structed but one of the plants on 
the Salt river project, the Roosevelt 
plant. When the project was taken 
over by the Salt River Valley Water 
Users Association, the power proved 
so attractive to the people of the proj- 
ect that they bonded themselves to 
enlarge the plant to construct Horse 
Mesa, Stewart Mountain, and Mor- 
mon Flat dams in series below Roose- 
velt dam in order to develop addition- 
al power possibilities, and to build 
plants which last year had an output 
of 249,045,197 kilowatt hours. The 
amount of power which can be pro- 
duced by these plants is dependent up- 
on the water supply available during 


each year. The primary purpose of 
conserving this water is irrigation. 
The water users, who are in this case 
the power producers, are farmers. 
If to release water from their dams to 
the turbines will endanger the irriga- 
tion supply because of a deficiency in 
the winter’s snows, it is retained for 
irrigation. Thus the output of the 
Salt river plants vary with the va- 
garies of the seasons. 

Perhaps this situation on the Salt 
river project illustrates as well'as pos- 
sible the place of power on Federal 
reclamation projects. It is a by-prod- 
uct, albeit a very valuable one, of 
water conservation. Its development, 
where possible, is dictated in the in- 
terest of the public because it increases 
“the overall efficiency” of the water, 
the resource for conservation of 
which the Bureau of Reclamation was 
created. 














After the pupils in the second grade of a school at Chevy Chase, Washington, D. C., suburb, 
visited a central telephone office they were asked to express in a drawing their impressions 


of the visit. 
on the wall, he said: 


One of them, Ralph Williams, handed in the above. 
“Oh, that’s a picture of Alexander Graham Bell which wasn’t there, 


Asked about the picture 


but I thought it ought to be, so I put it in.”—Transmitter. 
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Municipal Electric Plants 
and Unemployment 


Cost per man-year on local power projects financed by 
Federal Public Works Administration is found to be 
much greater than other types of construction. 


By GEORGE E. DOYING 


, ‘HE cost of labor and materials 
per man-year (one man work- 
ing one year or twelve men 

working one month) for municipal 

electric plants financed by the Public 

Works Administration is approxi- 

mately 2} times as great as the aver- 

age for all types of non-Federal PWA 
projects. 

The net, unrecoverable cost to the 
Federal government of municipal elec- 
tric projects, representing the grants 
made to local public agencies from 
the public works funds, is 238 per 
cent or 220 per cent of the average 
for all types of projects, depending 
upon whether the grant is 30 per cent 
of the cost of labor and materials, or 
45 per cent of the total cost of the 
project. 

Stating the same matter in dollars: 
The total cost per man-year for labor 
and materials on non-Federal PWA 
projects, based on 2,370 completed 


projects having a total estimated cost 
of $225,476,377, was $2,408. For 23 
electric power projects (excluding 
water power) the comparable cost 
was $5,729. Dealing with power 
plant construction alone, as distin- 
guished from distribution systems, the 
man-year cost of labor and materials 
on 19 projects was $6,359. 

Considering the same 2,370 proj- 
ects, the cost to the government of 
providing one year’s work for one 
man was $722 when a 30 per cent 
grant was made; for power plants this 
cost was $1,719. On the basis of 45 
per cent grants, all projects cost the 
government $1,391 per man-year; 
power plants, $3,060. 

These figures are not derived by 
tricky manipulation of statistics. They 
come directly from an authoritative 
source—none other than Harold L. 
Ickes, Federal Emergency Adminis- 
trator of Public Works, Secretary of 
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the Interior, chairman of the Nation- 
al Power Policy Committee, etc., etc. 
They may be found in Exhibit V sub- 
mitted by Mr. Ickes on May 18, 1936, 
to a subcommittee of the Committee 
on Appropriations of the United 
States Senate. The administrator 
was trying to show the subcommittee 
why a new appropriation should be 
made for the PWA. He did not, of 
course, dwell upon the high cost of 
power plants in comparison with oth- 
er projects. 


cb accompanying tabulation (p. 
476) is a partial reproduction of 
Exhibit V as submitted by Mr. Ickes. 
The exhibit shows that 2,370 complet- 
ed projects provided 72,936 man-years 
of employment. This is an average 
of 30} man-years per project. Simi- 
larly, 330 street and highway projects 


provided an average of 36 man-years 
of employment; 378 sewer projects, 
average 40 man-years ; 589 water sys- 
tems, average 19 man-years; 569 edu- 
cational buildings, average 33 man- 
years; 81 hospitals and other institu- 
tions, average 51 man-years; 6 gas 


plants, average 274 man-years. But 
the 23 completed electric power proj- 
ects provided an average of only 114 
man-years of employment. 

Of course, in the promotion of lo- 
cal public works for the relief of un- 
employment it was natural that the 
program should include many types of 
projects, some providing more work, 
in proportion to cost, than others. The 
primary purpose of the National In- 
dustrial Recovery Act of 1933, which 
included, in addition to the late unla- 
mented NRA, the Federal Emergency 
Administration of Public Works, was 
generally understood to be the relief 


of unemployment by various methods. 
The Declaration of Policy adopted by 
Congress in this act recited that— 

A national emergency productive of 
widespread unemployment and disorganiza- 
tion of industry, which burdens interstate 
and foreign commerce, affects the public 
welfare, and undermines the standards of liv- 
ing of the American people, is hereby de- 
clared to exist. It is hereby declared to be 
the policy of Congress to . . reduce 
and relieve unemployment. . . . 
Furthermore, § 203 (a) of the act 

provides that— 


With a view to increasing employment 
quickly (while girrey A securing any 
loans made by the United States) the Presi- 
dent is authorized and empowered— 

to make grants to states, municipali- 
ties or other public bodies in further- 
ance of the public works program. 


it seems more than passing strange, 
then, to find Administrator Ickes 
on August 1, 1935, after two years of 
experience in which he might have 
learned the relative values of various 
types of projects for the relief of un- 
employment, issuing the following 
statement : 
For the purpose of giving special and ex- 
peditious attention to publicly owned power 
lants, Public Works Administrator Harold 
Ickes today created a power division 
within the Public Works Administration. 

The administrator’s order setting up the new 

division stated that preference shall be giv- 

en in all PWA state offices to the study 
of power projects. 

It is perhaps less strange—at least, 
it is more understandable—to find the 
administrator again placing power 
projects in a preferred class when ef- 
forts were made to hasten local activi- 
ties on work-relief projects. 

President Roosevelt, on August 26, 
1935, addressed letters to all Federal 
agencies concerned, telling them that. 
applications for allocation of funds 
from the $4,880,000,000 appropria- 
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MUNICIPAL ELECTRIC PLANTS AND EQUIPMENT 





























The Drop in Power Deal Capital Expenditures 


gti Ps electric power industry of the United States in the five 
years 1926-30 made capital expenditures averaging $8&43- 
180,000 annually, reaching a peak in 1930, when these expenditures 
amounted to $960,889,000. In 1934 they dropped to $170,000,000. 
Much of the decrease, of course, was due to the general depression, 
but a considerable part was caused by the New Deal’s antagonistic 


attitude toward the utilities.” 





tion under the Emergency Relief Ap- 
propriation Act of 1935 must be filed 
not later than September 12th, and 
contracts for the work must be award- 
ed and signed on or before December 
15, 1935. 


ho pone Administrator Ickes 
announced that projects not un- 


- der way by December 15th would be 


canceled forthwith and recommenda- 
tion made for allocation of the money 
to other communities in a position to 
meet the requirements. Mr. Ickes 
was very definite about the matter. 
Said he: 


Any community which is not ready to 

meet the conditions laid down by the Presi- 
dent must be dealt with summarily. No 
excuses can be accepted by the PWA. . . 
I have told the PWA state directors . . . 
that we must treat delays with ruthlessness. 
We can well afford to do this because PWA 
has on file thousands of good projects which 
can and will be substituted for projects in 
communities which lag and retard the pro- 
gram. 


But hold! 


Some municipalities had run into 
legal snags in connection with pro- 
posals to build electric plants to be 
operated in competition with private- 
ly owned systems which had long 
served the communities. In certain 
instances the municipal corporations 
had apparently exceeded their consti- 
tutional or statutory authority to is- 
sue bonds. In others, violation of the 
local utility’s franchise rights was 
indicated. In still other cases, differ- 
ent issues were presented. Be that as 
it may— 

No excuses can be accepted by the PWA. 


Nevertheless, Mr. Ickes, on October 
31st, came to the rescue of these mu- 
nicipal power plants by issuing an or- 
der exempting them from the decree 
that all work-relief projects must be 
started by December 15th. The or- 
der was limited to those projects “un- 
fairly attacked” by suits then pending 
in courts of competent jurisdiction. 


475 








£0r‘e 6se.9 996‘zSe'T z9s‘Z 0zz 9£9°Z 6S¢°6bz 6SS°28 8z9°¢99'T s9ye@M jou ‘UOTINIysUOD JOMOT 

0z+'T s1z‘z £00°SZI1 9St’e or ZS$ 6r0'ES 92z‘9¢ vOl'Sel + ** sutajshs UOINGIIysSIP 913399]q 

090° 6274'S £26°ESz‘T 0089 992 £61‘ 80¢‘Z0e £49'8Z 262‘808'T fZ tres seseeeess (18303) samod 
JajyeM Burpnypoxs ‘samod 911309]q 

z9s‘t £eZ zer'z soe‘sor OzLr‘e 991 £86‘T b7z‘S6t £10°96 oor‘9zs 9 ay tee eeagl sey rete s ee 

899'T £28 116% = 6 TIT'ZT 402‘¢ i) a 2 $266 czoz‘oes*h  9£0°6T Z60°61b‘ST 18 ** SUOIINHSUT J94}0 pue sjezidsopy 

866'T z08 29° = £b6*Obz‘0S 8ze‘e 982‘8I oer'szz 780°6z8‘0Z 28°60I1 680‘81S‘Z9 69S °*** (18303) SBurpping feuoHeonpy 

9Ss‘T £82 292 = Oz ‘8 Ie‘0e Lsv¢ zss‘It €z9°Sel pie‘6zr*el 962°29 Oz ‘7266 srreeecees (18303) SulajshS 19;e\\ 

6el't 14s Z06T ev9°OT 16 oes‘z 90ST €89°ESt wz1‘699'8t 9Eb‘'ZOT 6920Z2'8E eZe ott (7e703) syoeford s9aMmag 

SZI'T +09 vto'z  7206*SS6'ez £19°% 968'IT OsZ‘zpt sio‘oes‘sez see'r6 OIs‘Oet te Ore °*** (18303) skemysiy pue 390135 

16eI$ 2zZ$ gor'z$ zz9'zz9‘SzI$ 160°e$ 9£6'22Z L£2z‘SZ8  16600T'b6 §=sel‘se$ LLe°9Ze'Szz$ oze'z ***** (sed4} [ye) [e303 puestn 

9802 «= SJDA4IIDUL «=SpDI492 SpDt4azDU puv quau quamtorg yuamhorg yuaumtojg syoatosd fo syratosg fo syratosd fo 

paivms; pun 4oqv] -pue puv 4oqgnj foysoy -Kkojgumafo -wa fo -ma fo -usa fo 4802 $1802 paypusjsa 4aquinny 

$a 10303 fo 4s02 40qvn] 4vak-unu Savak-uppy syzuou Sanoy-unpy abvsaap 1219L 

fowwar foywad sof svat 4aq 4809 uny 

4ad gp fo sadog -unu sad 1210.1, 

sispq yuv42 fosssvq 4809 

uo quam =4UuDsZ UO 

“U4s49205) qusawMusa 

[04apay -205) 1v4a 

03 4809 -pay 0} 3805 

COE6T ‘1119 Uoruntsdosddn Kouarsyap ysayf ‘pzozT “YH {0 uonpsapisuos Gursnp 
‘ajouas “S *Q ‘suoypidosddp uo aajjwmwmoy fo aajjrmmorgns 0} ‘sy4o 44 INqQngq fo 
40joasiumupp Cauabsama posapa.y ‘sayry “7 plosoe &q ‘Ose6r ‘9T Cvpy panwuuqns ‘4 yquyxq wo4.7) 


‘Of61 ‘EI Tudv ‘ZZe"9zp's7z$ AO LSOD GALVWILSA 
TIVLOL V DNIAVH SLOA[OUd GALATANOD 02¢'2 NO GaSva 


~ 
a 
= 
em 
g 
Z, 
> 
5 
es 
wn 
= 
i 
tt 
fH 
=) 
3 
4 
aa 
=) 
Ba 


ysOD [2}0} JO Acp jo syuely (Z) 
s[eliayeul pue Joqe] JO 4sOo Jo %o¢e jo swely (7) 


iO SISV@ NO LNANNYAAOD Ivaeadadt OL SLSOD OSTV 


syoafolg WMd [eJ9paq-UON jo Jeax-ueyy Jog 380d [eI0], 

















MUNICIPAL ELECTRIC PLANTS AND EQUIPMENT 


Thus Mr. Ickes virtually decided 
these suits without recourse to a trial 
of the issues. 


| geraners was the need for haste 
in providing work for the unem- 
ployed. Ignored were the “thousands 
of good projects” ready to be substi- 
tuted. The municipal power plants 
must be built though men stand idle 
in the midst of emergency. 

What’s a mere unemployment emer- 
gency when public ownership of the 
electric power industry can be ad- 
vanced ? 

Of course, as has been stated, this 
attitude on the part of Mr. Ickes and 
the President, who approved the ex- 
emption order, is understandable. It 
is human to resent interference with 
anything one plans to do. It was not 
at all difficult for the New Dealers to 
conjure up a “power trust plot”— 
ignoring the obvious fact that the re- 
spective utility managements would 
be derelict in their duty to their stock- 
holders if they failed to take proper 
legal steps to safeguard the integrity 
of their properties. 

The result, of course, was that un- 
employment relief was abandoned in 
so far as it was involved in the build- 
ing of publicly owned electric plants. 


N fairness to the PWA it must be 

conceded that the worth of its ef- 
forts to provide work cannot be meas- 
ured solely by the direct labor re- 
quired on projects, be they electric 
plants or other types of construction. 
As Mr. Ickes told the Senate subcom- 
mittee : 


: it should be clear that in comput- 
ing the actual man-year cost to the Federal 
government consideration should be given 
to the total number of men put to work by 
the construction of projects, no matter 
whether such men are employed at the sites 


of the projects or away from the sites. 

If we take this approach to the prob- 
lem it is clear that the man-year cost to the 
Federal government is much less than the 
figures which I have just stated. To arrive 
at a_more accurate figure of what it costs 
the Federal government to create and main- 
tain employment by the Public Works Ad- 
ministration projects, the outlay by the 
Federal government should be distributed 
among all persons given employment either 
directly or indirectly by the construction of 
a project. It is not fair to compute man- 
year costs based exclusively on direct labor. 
These facts must be taken into consideration 
whenever comparisons are made between the 
relative man-year cost on different types of 
projects financed by the various agencies of 
the Federal government. 


This statement, obviously, was not 
intended as a defense of the compara- 
tively excessive man-year cost of pow- 
er plants, but was made to refute 


claims then prevalent (May, 1936) 
that more work, per dollar spent, was 
provided by the Works Progress Ad- 
“boondoggling” 


ministration’s than 


by the PWA. 


N connection with another matter, 

however, Mr. Ickes has had pre- 
pared an exhibit to show the amount 
of indirect labor created by municipal 
electric plant projects. This exhibit 
was made by the Bureau of Labor 
Statistics, generally acknowledged to 
be an unbiased and efficient fact-find- 
ing agency. As used by Mr. Ickes, it 
has two weaknesses which will be dis- 
cussed later. 

The procedure followed by the Bu- 
reau of Labor Statistics in computing 
the man-hours of indirect labor re- 
quired for a given project, or group 
of projects, is interesting. The most 
complete detailed study so far made 
deals with the manufacture ‘of steel. 
Other basic industries are now being 
treated in similar fashion. 

The Bureau goes all the way back to 
the land, first determining the man- 
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hours required in mining one ton of 
iron ore. The various processes in 
the making of steel are then taken up 
one by one and the man-hours cal- 
culated for each major step and for 
each of certain important groups of 
finished steel products. 

To illustrate in detail the method 
followed, consider the bituminous 
coal, in the form of coke, used in pro- 
ducing pig iron, one of the principal 
basic materials used in producing 
steel. The Bureau explains its pro- 
cedure in this way: 

In 1933 the output of bituminous coal 
averaged 4.78 net tons per man per day and 
the average time worked by the soft-coal 
miners during the year was 8.07 hours per 
day. The output per man per hour was thus 
0.592 tons, and 1.68 man-hours were required 
to mine a ton of bituminous coal. As 2,875.7 
pounds of coking coal (1,935.7 pounds of 
coke) were consumed per gross ton of pig 
iron produced in 1933, an allowance of 2.43 
man-hours was made for the production of 
the coal necessary to produce a ton of pig 
iron. In converting the coal into coke nec- 
essary to produce a ton of pig iron the 
labor requirements range from 0.5 to 2 man- 
hours, but the average was 1.2 man-hours. 

THER calculations were made to 

find the amount of labor involved 
in transporting the mineral raw ma- 
terials from the mine to the blast fur- 
nace; the man-hours required for 
transportation of the coal used to 
make a ton of pig iron; another com- 
putation for carrying the fluxing ma- 
terial. 

Thus at the end of the mathematical 
road it was found that the production 
of one gross ton of wire nails, for ex- 


ample, requires 61.61 man-hours, 
divided as follows: Extraction, 7.48; 
transportation, 8.24; coke manufac- 
ture, 1.49; manufacture, 42.70; ad- 
ministration, 1.70. 

Carrying this process onward, ever 
onward, the Bureau computed for the 
PWA the amount of indirect labor, 
stated in man-hours, required to place 
on the sites the materials used in con- 
struction work on six small municipal 
electric plants, one job being a short 
transmission line. 

(Incidentally, an amusing circum- 
stance took place in connection with 
that same transmission line. It was 
constructed by a small town at a cost 
of $7,100, which sum was provided by 
the PWA—a loan of $5,000 and a 
grant of $2,100. Soon after the work 
was completed the town sold the line, 
presumably for not less than $7,100, 
to the utility serving the community. 
Apparently, therefore, the town 
pocketed at least $2,100 in cash, a gift 
from a generous government. ) 


HESE six municipalities received 

grants aggregating $150,900, and 
four of them received loans totaling 
$251,300. The cost of the completed 
projects was $563,356. The exhibit 
prepared for Mr. Ickes shows that 
labor on the site amounted to 85,529 
man-hours. Labor off the site, desig- 
nated as mine, transportation, and fac- 
tory, is computed at 380,000 man- 
hours. 


e 


Act of 1933, which included, in addition to the late un- 


q “THE primary purpose of the National Industrial Recovery 


lamented NRA, the Federal Emergency Administration of 
Public Works, was generally understood to be the relief of 
unemployment by various methods.” 
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Undoubtedly power plant construc- 
tion requires a greater proportion of 
fabricated materials than some other 
types of projects, such as sewers, wa- 
ter systems, etc. The same degree of 
difference does not exist, however, as 
between power plants and educational 
buildings, hospitals, etc. Yet the cost 
per man-year for labor and materials 
on an educational building (Mr. Ickes’ 
Exhibit V) was $2,674 and on a hos- 
pital, $2,911. The comparable power 
plant cost was $5,729. 

One of the weaknesses of the PWA 
exhibit lies in the fact that no figures 
are available for a comparison of the 
indirect labor requirements on differ- 
ent types of projects. Conceding the 
accuracy of the Bureau of Labor 
Statistics calculation that indirect 
labor on power-plant projects is nearly 
44 times as much as direct labor, what 
is the ratio on other types of projects 
which call for 3 times as much direct 
labor ? 


HE other weakness is found in 

the crediting to the unemploy- 
ment relief program of the full 
amount of indirect labor as computed 
by the Bureau of Labor Statistics. 
For accounting purposes, and possibly 
for some other uses, such figures 
might be of value. But to set them 
up as proof that so much work has 
thus been provided for the unem- 
ployed, or even that unemployment 
has thus been prevented, is going a bit 
too far. 

Take the item of transportation. 
The exhibit in question indicates that 
a little more than 25 per cent of the 
380,000 man-hours of labor off the 
site was applied to transportation. 


The Bureau’s method of determining 
the amount of transportation labor in 
the case of steel was based on carriage 
by rail and water. It seems improbable 
that any extra trains or ships were 
needed to transport raw materials or 
finished products to be used on PWA 
projects. Nor is it likely that any reg- 
ular trips of these carriers would have 
been annulled but for PWA ship- 
ments. It would seem to follow, 
therefore, that no more men, and no 
fewer, were employed because of Fed- 
eral financing of local public works 
projects. 

The Bureau might as well have 
traced the locomotive, rails, and 
freight car back to the land, on the 
theory that they might not have been 
built except that they were destined 
to carry materials for PWA construc- 
tion. 


O* a different character is such an 
item as a piece of machinery for 
It is built on specific 
order or, if taken from stock on hand, 


a power plant. 


another is built to replace it. Hence 
there is a direct, calculable amount of 
labor involved, and this might proper- 
ly be credited to the unemployment re- 
lief program. 

The electric power industry of the 
United States in the five years 1926- 
30 made capital expenditures averag- 
ing $843,180,000 annually, reaching a 
peak in 1930, when these expenditures 
amounted to $960,889,000. In 1934 
they dropped to $170,000,000. Much 
of the decrease, of course, was due to 
the general depression, but a consider- 
able part was caused by the New 
Deal’s antagonistic attitude toward 
the utilities. 
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The Investor Looks at TVA 


In this article the author points out that the investor’s opinion of the harmful 
influence of TVA on the private electrical industry is indicated by the higher 
return demanded on certain securities of the private companies in the TVA 
area over that demanded on similar securities in areas not affected by TVA. 


By ERNEST R. ABRAMS 


New Deal has provoked more 
controversy than has the Tennes- 
see Valley Authority, created by con- 
gressional enactment in the spring of 
1933 and approved by President 
Roosevelt on May 18th of that year. 
The annual report of the Authority 
for its first fiscal year—that ended 
June 30, 1934—outlined its purposes 
in the following language: 


Pret no single phase of the 


The most immediate purposes of the 
Tennessee Valley Authority were to main- 
tain and to operate the Wilson dam and 
power plant, to administer the fertilizer 
plants at Muscle Shoals, and to build the 
Cove creek (Norris) dam on the Clinch 
river. The more general purposes of the 
Authority are to promote the general de- 
fense, to further the proper use, conserva- 
tion, and development of the natural re- 
sources of the Tennessee river area and re- 
lated territory, to further agricultural and 
industrial development, and to promote the 
economic and social well-being of the peo- 
ple of that region. 


Proponents of the Authority, large- 
ly New Deal officials and residents of 
the Tennessee valley, have been en- 
thusiastic in their estimates of the 
benefits to be derived therefrom while 


its most active opponents, largely pub- 
lic utility executives, have been equal- 
ly as firm and sincere in damning the 
Authority as an opening wedge in a 
drive to socialize the electric utility 
industry through the application of a 
“rubber” yardstick. So loud has the 
fuss become that the voice of a third 
interested party, the present or pro- 
spective investor in the securities of 
private utilities in the Tennessee river 
area, has largely gone unheard. It 
might be worth while to pause for a 
moment and hear what the man who 
puts up the money has to say about 
the Tennessee Valley Authority. Be- 
fore listening to him, however, cer- 
tain comparatively recent actions and 
statements by those qualified to speak 
for the Authority should be men- 
tioned. 


Ox January, 4, 1934, the Tennes- 
see Valley Authority entered in- 
to a contract with The Commonwealth 
& Southern Corporation and Alabama 
Power Company, The Tennessee Elec- 
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tric Power Company, Georgia Power 
Company, and Mississippi Power 
Company, wherein portions of the 
distributing lines owned by the Mis- 
sissippi, Alabama, and ‘Tennessee 
companies were transferred to Ten- 
nessee Valley Authority at prices con- 
siderably below the book values of the 
conveyed property. In commenting 
on these purchases, David E. Lilien- 
thal, director in charge of power of 
the Authority, stated: 

This agreement is a demonstration of the 
Authority’s often expressed policy to carry 
out the mandate of Congress and yet avoid 
the destruction of prudent investment in 
privately owned public utilities. By the 
purchase of private utility property which 
was found to be useful, at prices which 
were fair but not more than they were 
reasonably worth, the Authority has avoid- 
ed the necessity of building duplicating 
competing facilities, with consequent injury 
to the public investors in existing utility 
property. Had the power companies who 
are parties to this contract been unwilling 
to sell these facilities at a fair price, or 
had they insisted on payment for intangi- 
bles or “water,” the Authority would have 
been under the definite mandate to construct 
duplicating facilities rather than submit to 
being “held up.” 

It is important to note, as the in- 
vestor has, that the prices referred to 
as “fair” in the purchases arranged by 
this contract, were equivalent to about 
65 per cent of the values at which 
these facilities were then carried on 
the books of the respective operating 
companies. 


fp this contract was to run 
for five years, or until December 
31, 1938, a provision was contained 
that if the Norris dam power plant 
was completed before October 31, 
1938, the Authority might notify The 
Commonwealth & Southern Corpora- 
tion of such completion, and this con- 
tract would then terminate ninety days 
after the receipt of such notification. 


Electric energy having been success- 
fully run between the Norris dam 
power plant and Wilson dam, the 
Authority on August Ist of this year 
announced that the Norris dam pow- 
er house had been placed in operation 
and that it had notified The Common- 
wealth & Southern Corporation and 
its four operating subsidiaries that 
were parties thereto of such comple- 
tion and had given notice that this 
contract would expire in three 
months. 

The very low rates that have been 
prescribed by the Tennessee Valley 
Authority for the energy distributed 
over the acquired transmission lines 
are not the most serious threat to the 
operating electric utilities within the 
practical limits of transmission from 
the Authority’s dams. Even though 
rates were reduced to the levels pre- 
scribed by the Authority, it is believed 
that all of these private utilities could 
cover fixed charges by reasonable 
margins with some equity in earnings 
accruing to the preferred and, in a 
few instances, to the common shares. 
The real threat to these private utili- 
ties within the sphere of influence of 
the Authority is its demonstrated in- 
tention of acquiring additional blocks 
of distributing facilities, some of 
which lie in the heart of the operating 
areas, and would render useless, to a 
considerable extent, much of the phys- 
ical plant of these operating utilities. 


ae 7 of this contract provid- 
ed, in effect, that both the Ten- 
nessee Valley Authority and the pri- 
vate utilities that were parties thereto 
would respect each other’s territorial 
rights and, with the termination of 
this contract, further inroads on the 
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i Banas the voice of the investor has been heard. In his 
composite opinion which he has expressed through the 
media of market quotations, he has expressed his belief that the 
influence of the Tennessee Valley Authority is adverse to those 
private electric utilities whose service areas lie within transmission 
distance from any of its hydroelectric generating plants. 


39 





service areas of the private utilities 
may be expected. And yet today, 
with this contract still in effect, the 
investor sees about 2,100 miles of 
completed, and about 1,300 miles of 
partially completed or planned, trans- 
mission and distribution lines of the 
Authority covering a territory with 
around 2,400,000 inhabitants ; he finds 
the Authority now has, or is solicit- 
ing, contracts to serve 22 cities in 
Tennessee, 11 cities in Mississippi, 7 
cities in Alabama, and one city in 
Georgia; and he reads that a sizable 
and well-managed industrial concern 
refused to accept $1,500,000 first and 
refunding bonds of The Tennessee 
Electric Power Company as security 
for the successful performance of a 
contract to deliver electric energy to 
it “because of the unfortunate com- 
petitive conditions surrounding” that 
company. 

What does the investing public 
think about the Tennessee Valley Au- 
thority? Is it desirous of owning the 
securities of private electric utilities 


whose service areas fall within the 
sphere of influence of the TVA? The 
answer is to be found in the appraisal 
it has placed, marketwise, upon those 
securities. 

Section A of Table I is comprised 
of twenty-seven sizable bond issues of 
the ten major operating electric utili- 
ties in the Tennessee river area to- 
gether with the quality ratings that 
have been assigned to each issue by 
one of the leading statistical organiza- 
tions of the country, the last sale or 
the asked price for each issue on Au- 
gust 25th, and the investment return 
on each issue at these prices if held 
to maturity. Section B of Table I is 
comprised of the principal bond issue 
of each of thirty-five comparable elec- 
tric utilities whose service areas are 
beyond the sphere of influence of 
TVA together with similar quality 
ratings, August 25th prices, and in- 
vestment returns to maturity. 


N examination of both sections of 
Table I will reveal that while the 
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purchase of one bond of each of the 
twenty-seven issues of the TVA-af- 
fected companies would have resulted 
in an average return of 4.97 per cent, 
the purchase of one bond of each of 
the thirty-five TV A-unaffected issues 
would have produced a return of but 
4.62 per cent, a difference of 7.56 per 
cent in the size of the investment re- 
turn. 

If, however, the underlying issues 
of the ten TVA-affected utilities had 
been excluded from the portfolio and 
only the thirteen “top” issues had 
been purchased, then the average re- 
turn to the investor would have been 
5.21 per cent or about 12.75 per cent 
greater an investment return than 
could have been obtained, on the 
average, from the thirty-five TVA- 
unaffected issues. 

Section A of Table II is comprised 
of nineteen preferred stocks of the 
same ten TV A-affected utilities whose 
bonds were contained in Table I, 
while Section B of Table II is com- 
prised of the forty-five outstanding 
preferred stocks of the same thirty- 
five TV A-unaffected utilities, tabulat- 
ed in Table I. One TVA-affected 
utility (Tennessee Public Service 
Company) and two TVA-unaffected 
utilities (Empire District Electric 
Company and Florida Power & Light 
Company) are currently paying no 
dividends on their preferred stocks 


and have, therefore, been excluded 
from the averages. Three TVA-un- 
affected utilities (lowa-Nebraska 
Light & Power Company, New York 
State Gas & Electric Corporation, and 
Wisconsin-Minnesota Light & Power 
Company) have no preferred stocks 
outstanding in the hands of the public. 

Were an investor to have purchased 
one share each of these sixty-three 
preferred stocks on August 25th, he 
would have received an average re- 
turn of 5.82 per cent on his forty-five 
TVA-unaffected stocks and an aver- 
age return of 7.83 per cent on his 
eighteen TVA-affected stocks, or 
more than 34.50 per cent greater a 
return on his TVA-affected stocks 
than on his TV A-unaffected stocks. 

Clearly, the voice of the investor 
has been heard. In his composite 
opinion which he has_ expressed 
through the media of market quota- 
tions, he has expressed his belief that 
the influence of the Tennessee Valley 
Authority is adverse to those private 
electric utilities whose service areas 
lie within transmission distance from 
any of its hydroelectric generating 
plants and if he is to buy their securi- 
ties, he must be rewarded by an in- 
vestment return of from 7.56 per cent 
to 34.50 per cent greater than is de- 
manded of comparable electric utili- 
ties, beyond the influence of TVA, for 
the added risk he assumes. 





Super Power from Cosmic Rays 


== currents ranging from 10,000,000 to 100,000,000,000 volts are 
possible if the elusive cosmic ray can be captured and tamed, Pro- 
fessor A. H. Compton, world-famed University of Chicago physicist 
and Nobel prize winner, said in a recent interview. 

So important has cosmic ray research become, Compton said, that 
present knowledge of its mysterious qualities and power has upset almost 
all theories regarding electro-dynamics. 
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“Showdown” Approaching on 
Unified Transit in New Y ork? 


EARINGS began September 10th be- 
fore the transit commission at New 
York city on the question of unification 
of all subway and elevated lines. The 


possibility that the commission, a state 
body, might spend some time in investi- 
gating the Seabury-Berle plan, thus de- 
ferring final adoption by New York 
city’s board of estimate, seemed to be 
anticipated by representatives of the mu- 


nicipal administration. It was indicated 
that failure of the commission to act 
promptly might result in an attempt to 
seek termination of its authority. On 
the other hand, John J. Curtin, special 
counsel for the commission, indicated 
that time was required for thorough 
consideration of the plan, which involves 
“billions of dollars” and a 75-year finan- 
cial contract. 

Samuel Untermeyer, former special 
counsel for the commission in connec- 
tion with the 1931 plan and now repre- 
senting Interborough and Manhattan 
Railway Co. stockholders, thinks that at 
least two years may be required to con- 
summate the plan because of the need 
for new state and Federal legislation, 
court rulings, and “red tape.” In this 
connection he asked that interest on the 
part of the purchase price to be paid his 
clients begin as of next January Ist. 

Jacob H. Haffner, chairman of a spe- 
cial committee of the chamber of com- 
merce of the state of New York, has an- 
nounced that it will present to the trans- 
it commission a special report prepared 


and 


Comment 


By OWEN ELY 


by Dr. Lindsay Rogers of Columbia 
University, analyzing and endorsing the 
plan. Mr. Haffner stated that the city 
would secure an income of about $28,- 
000,000 from the properties to be ac- 
quired, against interest requirements of 
about $18,300,000, leaving an annual 
cash gain of about $9,700,000 exclusive 
of amortization. Moreover, he pointed 
out, increased realty values would bene- 
fit the city, following demolition of the 
elevated structures, and the city might 
also save some $6,000,000 in cost of 
constructing the new Sixth avenue sub- 
way. 


N the other hand it is understood 

that the $436,157,200 “price” to be 
paid for the combined traction proper- 
ties under the proposed plan is only a 
minimum figure and might be increased 
substantially by Federal taxes on the 
“profits” accruing to the companies or 
security holders. Moreover, if the Fed- 
eral government should insist upon an 
appraisal of the properties in order to 
determine these taxes, this might be a 
further cause of delay. 

Mr. Haffner referred to the “econo- 
mies to be secured from unified opera- 
tion of the lines.” While some savings 
should be effected it seems probable that 
they may be largely absorbed by the 
tendency to overstaff a municipal en- 
terprise of this size, due to political con- 
siderations, as well as additional costs 
such as pensions, etc., for the rank and 
file of employees required under state 
and municipal laws. 

Moreover, it should not be forgotten 
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that the city’s independent subway is a 
veritable “white elephant.” If the con- 
struction and operation of this line is 
any criterion of future city management 
of the unified system, taxpayers can 
hope for comparatively little in the way 
of profits. However, representatives of 
civic associations seem to favor the plan 
as the best remedy for a hopelessly 
tangled traction situation. It remains to 
be seen whether the transit commission 
will give its unqualified approval ; other- 
wise the cause of unification may suffer 
a decided setback. 


¥ 
Proposed Pools of Federal 


and Private Power 


_ administration has recently in- 
jected a novel suggestion into the 
power issue, possibly in an attempt to 
forestall adverse court decisions which 
might handicap the TVA-PWA pro- 
gram in the coming year or so. Basil 
Manly, chairman of the Federal Power 
Commission, in an address before the 
World Power Conference at Washing- 
ton, proposed the idea of a “power pool” 
as a solution of the economic and polit- 
ical difficulties facing the industry. Ac- 
cording to the New York Times the 
TVA, with the approval of President 
Roosevelt, has under consideration a 
plan for codperation between private 
and Federal power interests in the Ten- 
nessee valley power area. Under such 
a plan the power developed by such Fed- 
eral projects as Norris dam and by all 
privately owned companies would be 
pooled and transmitted for consumer 
use at uniform rates over lines operated 
by the TVA and the private power com- 
panies. 

The present contract between TVA 
and the Commonwealth & Southern 
Corporation, which provides in a minor 
way for pooling of power, expires in 
November. The new plan would be 
much more comprehensive, although de- 
tails are lacking. David E. Lilienthal, 
TVA director in charge of power, is 
reported in favor of the plan, while 
Chairman A. E. Morgan is said to pre- 


fer confining the Authority’s operations 
to a restricted area, in order to better 
facilitate development of yardstick rates. 

Possible advantages of the proposal 
are said to be (1) elimination of power 
competition between private interests 
and the Federal government; (2) put- 
ting all municipal and private distribu- 
tion plants and all industries on the same 
basis in the purchase of wholesale pow- 
er; (3) simplification of the problem of 
municipal ownership and elimination of 
troublesome delays in the building of 
competing distribution systems, financ- 
ing of which by PWA funds has been 
held up in the courts. If successful in 
TVA territory, the plan could be ap- 
plied to Bonneville and other huge gov- 
ernment power developments. 


T seems a little doubtful, however, 
whether private companies will wel- 
come the pooling of their facilities with 
those of the government if, as indicated, 
rates are to be fixed on a wholesale basis 
much lower than the rates now charged 
by the companies—in other words, on a 
“yardstick” basis. 

In TVA territory, opening of the 
Norris dam and completion of other 
projects now under way will doubtless 
result in a large amount of surplus pow- 
er. Will the government expect to have 
this power fully absorbed in any ar- 
rangement for pooling, or will it share 
the available demand pro rata with the 
private companies? Or will the govern- 
ment sell power to the utilities when and 
as they need it, as is done by private 
utilities which have interconnected their 
systems for emergency transmission? 
According to views attributed to Mr. 
Lilienthal, the power pool or “grid” 
would take power from the cheapest 
available source “at any given time,” by 
contract arrangement between the gov- 
ernment unit and private companies, and 
would not require any special agency 
for its administration, since engineering 
and accounting work could be delegated 
by agreement. (Presumably, however, 
Federal power would usually be the 
cheapest because so large a part of the 
cost of Federal plants has been written 
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off or diverted to “navigation and flood 
control”. ) 

Meanwhile Federal Judge Gore at 
Cookeville, Tenn., has suggested a 
speedy hearing on the question of con- 
stitutionality of the TVA act. The TVA 
has contended that since its legal resi- 
dence is in northern Alabama, the Ten- 
nessee court is without jurisdiction. 
Judge Gore holds that if the act is un- 
constitutional, any court has jurisdiction 
on the questions raised in the suit ; while 
if it is constitutional, jurisdiction would 
be in Alabama on the question whether 
TVA has exceeded its authority under 
the act. 

- 


High Cost of Distributing 
Hydro Power 


N a recent article “Trends in Power 
Supply,” L. W. W. Morrow, editor 
of the Electrical World, points out that 
the total capacity of all hydro plants is 
only about 22 per cent of our present 
power capacity, which amounts to about 


51,000,000 kilowatts. He states that al- 
most the entire capacity installed in 
the past decade has been in utility plants 
“built at the loads and in accord with 
economic facts. Yet at this time nearly 
2,000,000 kilowatts of hydro power is 
being built by the Federal government 
and this is located at a distance from 
loads and in regions where industrial ac- 
tivity and population density are low. 
The assumption is that industry will go 
to the power and that hydro power is 
cheap power.” 

He points out, however, that the ma- 
jor consideration in locating industrial 
plants is the relation to markets, and the 
available local supply of labor on a rea- 
sonable wage-and-work basis. Cost of 
power (along with that of raw ma- 
terials) is for most companies of sec- 
ondary importance. Only for certain 
industries, such as those which have 
grown up around Niagara Falls, is pow- 
er a dominant cost factor. 

The power supply for leading indus- 
tries has been built by integrating steam 
and low-cost hydro plants through the 


use of interconnected high-voltage trans- 
mission lines. As more power is needed 
it can be most economically obtained by 
adding capacity to the steam plants and 
thereby reducing kilowatt-hour costs. It 
costs about 24 times as much, Mr. Mor- 
row estimates, to transmit hydro power 
200 miles as to transport coal the same 
distance to a local steam plant. The 
general trend “is toward the use of mul- 
tiple, rather small, generating plants 
located at the load. Under these 
conditions transmission is an economic 
means to utilize diversity and to reduce 
reserve margins rather than a delivery 
system for firm power over long dis- 
tances.” 


N Mr. Morrow’s opinion there are 

many ways in which the cost of gen- 
erating electricity at steam plants may be 
still further reduced, through more eco- 
nomical engineering set-ups, further de- 
velopment of the mercury-steam cycle, 
superimposing high-pressure units on 
existing low-pressure plants, use of by- 
product steam for heating, etc. Fuel- 
burning electric plants can now be built 
for about $85 per kilowatt and the rate 
seems likely to be reduced in the near 
future to $60-70, which compares with 
an average price of about $250 per kilo- 
watt of firm power as an average price 
for Federal projects now under way. 
He figures “busbar” power costs for the 
latter at about 6 mills per kilowatt hour 
as compared with 34 to 4 mills for fuel- 
burning plants. As he states, “most of 
the low-cost hydro sites in market areas 
have been developed. Very 
careful studies are necessary to fix upon 
an economic way to use these new high- 
cost hydro developments. Possibly 
charging off much of the investment to 
flood control and navigation is one way 
out of the difficulty.” 

The President has recently stressed 
the need of decentralization of produc- 
tion. It seems evident that steam plants 
are, on a cost basis, much better adapted 


to a program of decentralizing industry © 


than are the huge hydro projects which 
the administration has been sponsoring 
as part of its social welfare program. 
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American & Foreign 
Power Company 


MERICAN & Foreign Power, Inc., 
which is controlled by Electric 
Bond & Share Co. through ownership 
of a substantial amount of the junior 
securities, controls companies operating 
in thirteen countries. Some 932 com- 
munities, with a population of over 
14,000,000, are served. The relative im- 
portance of interests in the various 
countries is indicated by the following 
analysis of 1935 revenues: 


Gross Per 


Revenues 


Argentina 
Mexico 
Chile 
Panama 
Venezuela 
Colombia 
Guatemala 
India 


Ecuador 


470,160 
267,829 


.. $54,837,670 100 


Electricity comprises about 84 per cent 
of total revenues, transportation 12 per 
cent, and gas, telephone, water, ice, and 
miscellaneous 4 per cent. 

The company’s rapid and continued 
growth during the depression, which is 
perhaps not generally realized, is in- 
dicated by an increase in kilowatt hours 
output for 1935 of nearly one third over 
1929. 


Total Revenues .. 


URING the depression the company 

was affected not only by general 
business conditions, but also by the fall 
in foreign currency values. In the con- 
solidated system statement, which re- 
flects the equities of the parent company, 
the U. S. dollar equivalents of the ac- 
counts in each foreign currency have 
been computed monthly at an average of 
the daily exchange rates, The differ- 
ences between these averages and the 
exchange values prevailing when earn- 
ings are finally transferred into U. S. 
dollars (or reinvested in the country 


of origin) are absorbed in surplus. The 
company’s record in the past decade is 
indicated as follows: 


Kw. Hr. Gross No. Times 
Output Revenues Charges 
(Millions) (Millions) Earned 


2,789 1.28 
1 1,17 
2,368 


ings on 
Common 
$10.32* 
11.12* 


Calendar 
Years 


1935 
1934 
1933 
1932 
1931 
1930 


1.34 
1.51 
2.33 
3.10 
4.45 
6.02 
2.10 
4.39 


For the twelve months ended June 
30, 1936, system net (before exchange 
adjustments) amounted to $3,476,161, 
against $3,538,005 in the previous 
twelve months; and for the quarter 
ended June 30th, $1,185,626 against 
$1,138,046. 


MERICAN & Foreign Power Co. dur- 
ing the past year has had difficul- 

ties with the Chilean authorities, which, 
however, are being gradually cleared up. 
The principal operating subsidiary in 
Chile was accused of sending exchange 
out of that country during the years 
1932-5, contrary to the laws governing 
control of foreign exchange, and a fine 
of about $2,100,000 was assessed against 
the company by the court of appeals of 
Santiago. Negotiations with the Presi- 
dent of Chile resulted in an amnesty law 
being enacted, but difference of opinion 
regarding the interpretation of this 
agreement prevented its becoming op- 
erative, and meanwhile the company’s 
appeal to the Supreme Court of that 
country has been pending. On August 
13th it was reported that a complete 
accord had finally been reached between 
the government, the Compania Chilena 
de Electricidad Limitada, and the South 
American Power Co., all fines being 
canceled and permission granted to 
merge the operating properties. Ac- 
cording to press reports the agreement 
provides for a large degree of local man- 
agement, and earnings applicable to the 
“ordinary shares” (the company was 
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originally a British concern) are to be 
allocated on a three-way basis to share 
owners, the government, and consum- 
ers, the latter portion being used for 
rate reductions. As indicated above 
gross revenue obtained in Chile amount- 
ed to about 10 per cent of system gross 
in 1935. 

Future recovery of system earning 
power is obviously dependent on (1) 
the trend of South American exchange 
values ; (2) the continued growth in the 
consumption of electricity, and (3) re- 
duction of operating costs and fixed 
charges. The ratio of expenses and 
taxes to gross increased from about 49 
per cent in 1929 to nearly 60 per cent 
in 1935, and fixed charges are now over 
double those of 1929. 


epi for expansion in Central 
and South America are indicated by 
the fact that these territories have only 
one third as many electric meters per 
capita as in the United States, and only 
about 28 per cent as much electricity is 
consumed per capita. It is possible that 


during the next two decades the com- 
pany’s revenues might double about 
every five years, which was the experi- 
ence of utilities in the United States for 
the two decades preceding the depres- 
sion. But foreign political uncertainties 
will doubtless continue. 

American & Foreign Power should 
enjoy complete exemption from the 
Utility Act of 1935, although the SEC 
has not yet formally acted on the appli- 
cation filed by the company for itself 
and all subsidiaries. The company’s 
service contract with Electric Bond & 
Share Co. was canceled last November, 
since which time it has maintained its 
own organization, with no directors, of- 
ficers, or employees in common with 
Electric Bond & Share. The contracts 
under which various services are ren- 
dered by the latter company to subsidi- 
aries of American & Foreign Power 
were assigned to Ebasco Services, Inc., 
a subsidiary of Electric Bond & Share 
Co. 

The following indicates the com- 
pany’s principal securities: 


Market Approx. 
Amount rice Accrued 
Outstanding About Dividends 


$50,000,000 deb. 5s of 2030 .... 
478,995 shares bY ES 
387,026 shares $6 pfd. 
2,622,862 shares $7 2d pfd. .. 
1,980,734 shares common ... 
6,744,999 shares warrants 


The company owes nearly $30,000,000 
to the banks, due October 26, 1938, and 
$42,500,000 is due Electric Bond & 
Share Co. about the same date. There 
are also large accrued dividends on the 
preferred stocks. Some sort of a capital 
readjustment may eventually prove de- 
sirable in order to clear up the back 
dividends, fund the bank loan, and con- 
vert the debt to Electric Bond to an 
equity basis. 

* 


Irrigation Projects As a Market 
for Federal Power 


I the administration now concerned 
about the successful disposition of 
the vast amount of power which the 
Federal government will eventually 
have to sell? In his address to the 
World Power Conference the President 
stated : 

I had occasion recently to visit the great 
plains area of the United States where the 
greatest drought in history has thrown an 
oppressive burden upon the people of those 
states. In planning for the better use of 
those millions of acres, power is a factor 
of vital importance—power to be used pri- 
marily for the conserving of the water sup- 
ply—power, the application of which is es- 
sential not only to the cities, but to the 
farms and ranches of that whole area. 


There is no doubt that sales for irri- 
gation purposes would aid in absorbing 
power from some Federal projects, for 
which local industrial uses might be 
lacking (even at yardstick rates). Such 
a program might well be aligned with 
the vast Federal program aimed at 
drought control, rural resettlement, im- 
provement of marginal land, etc. The 
issue might remain as to whether these 
Federal projects are economicaliy jus- 
tified, but subsidized power to aid agri- 
culture would seem more advantageous 
from a social viewpoint than the pour- 
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ing of surplus Federal power into cities 
and towns already well supplied by pri- 
vate companies, by means of unfair cost 
accounting, unethical sales methods, and 
“cut-throat” rate competition. 


¥ 
July Earnings Statements 


a. system earnings statements 
for leading utilities are summar- 
ized as follows: American Gas & Elec- 
tric, for the month of July, showed a 
gain in net income of about 42 per cent 
over last year; in the twelve months 
ended July 3lst the gain was about 12 
per cent. In the latter period, $2.05 
was earned on the common stock com- 
pared with $1.78 last year. 

American Light & Traction, for the 
twelve months ended July, earned $1.62 
compared with $1.12 in the previous 
year. In the twelve months ended June, 
$1.58 was reported compared with 
$1.11, indicating a gain in July. 

American Power & Light in the quar- 
ter ended July earned $1.16 on the pre- 
ferred stock compared with 69 cents in 
the previous year; and for the twelve 
months $5.42 against $3.52. (In the 
quarter ended June, $1.24 had been re- 
ported, compared with 80 cents.) 

American Water Works & Electric 
for the month of July reported gross in- 
come about 7 per cent higher than last 
year ; for the twelve months ended July, 
$1.60 was earned against 92 cents last 
year. 

Commonwealth & Southern for July 
showed a gain in net income (despite 
some possible drought effects) of 121 
per cent; in the twelve months ended 
July 31st, 6 cents was earned on the 
common stock against a deficit of 3 
cents last year. The showing for July 
was made despite a substantial increase 
in the allowance for depreciation. 

Electric Power & Light in the quarter 
ending July 31st earned $1.75 on the 
preferred stock compared with a deficit 
of $1.22 last year; for the twelve 
months $7.96 was earned on the first 
preferred against a deficit of 26 cents 
last year. Comparison with the corre- 


sponding figures ended June 30th gives 
a favorable indication for July. 


LG frvepe Gas Corporation in the quar- 
ter ended July 31st earned $4.95 
on the first preferred stock compared 
with 95 cents last year; in the twelve 
months $20.36 was earned against $9.54 
last year. On the second preferred 
$1.63 and $6.79 were earned, respective- 
ly, in the quarter and twelve months’ 
periods. 

National Power & Light in the quar- 
ter ended July 31st earned 16 cents on 
the common stock against 11 cents last 
year; for twelve months, 90 cents 
against 81. 

Public Service Corp. of New Jersey 
reported net income in July about 12 
per cent over last year, but for the 
twelve months ended July 31st $2.42 
was earned on the common stock against 
$2.63 last year. The July figures made 
a much more favorable showing than 
those for June so far as the comparison 
with the previous year was concerned. 

Standard Gas & Electric Co. in the 
twelve months ended June 30th reported 
$8.58 a share earned on the prior pre- 
ferred stock and $1.11 on the $4 pre- 
ferred (before deducting $500,000 for 
special reserve). 

United Gas Improvement Co. earn- 
ings for the third quarter are estimated 
by the New York Journal of Commerce 
as slightly better than the 26 cents 
earned in this period last year, the com- 
pany having absorbed higher costs and 
taxes as well as rate reductions. 

United Light & Power in the twelve 
months ended July 31st reported $6.39 
earned on the first preferred against 
$1.57 last year. The showing was 
moderately better than that for the 
twelve months ended June. 

Commonwealth Edison for the quar- 
ter ended June 30th earned $1.37 per 
share against $1.33 last year; for the 
twelve months $6.23 against $6.45. 

Detroit Edison for the twelve months 
ended July 31st earned $8.68 against 
$4.38 for the previous year (after pro- 
vision for Federal surtax on undistribut- 
ed profits in the calendar year 1936). 
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Highlights of the Third World 


Power Conference Sessions 


Here are reprinted digests and excerpts from the 
various papers submitted by American contributors for 
discussions at the various sessions of the Third World 
Power Conference recently held in Washington, D. C. 








Organization of Private Electric 


and Gas Industries 
(Afternoon Session, Sept. 8th) 


M:* J. F. Fogarty, president of the 
North American Company, dis- 


cussed in some detail the origin and de- 
velopment in the United States of the 
electric utility business which, as he 
pointed out, was of American origin as 
distinguished from the gas business, 
which was imported from Great Britain. 
He recalled early central stations’ dis- 
tribution plans and problems of Edison, 
the effect thereon of the Stanley trans- 
former, arc light, and small local plant 
competition, and finally the progress of 
distribution through central station con- 
solidation, area unification, and inter- 
connection. Statistical evidence of the 
trend in consolidation was shown by the 
fact that in 1902 only eight out of 815 
municipal plants and 70 out of 2,805 
privately owned plants did not have their 
own generating facilities. In 1932, 
there were 865 municipal plants doing 
their own generating and 937 purchasing 
their entire supply. Likewise, in 1932, 
there were 704 privately owned plants 


which distributed only, compared with 
923 which generated as well as dis- 
tributed. 

Mr. Fogarty touched on the develop- 
ment of electrical operations in asso- 
ciation with nonelectric operations. In 
former years, electric service was often 
added to established gas, street railway, 
and other business but more recently as- 
sociated nonelectric or nonutility busi- 
nesses remain as appendages merely be- 
cause of legal, financial, or other ob- 
stacles to separation. 

Selecting Wisconsin as an example 
because of its comparatively long (twen- 
ty-nine years) record of utility regula- 
tion, Mr. Fogarty’s paper showed how 
the trend toward consolidation in the 
privately owned electrical industry has 
developed rapidly. Comparative service 
growth between publicly and privately 
owned electric utilities in Wisconsin was 
shown by the fact that while 10,069 mu- 
nicipal plant customers in 1907 grew to 
71,705 in 1932 (a gain of 61,636), cus- 
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tomers of privately owned plants num- 
bering 34,012 in 1907, grew to 526,326 
in 1932. Corresponding figures were 
given for the relative increase in gen- 
erating capacity, revenues, and customer 


and investors in the public utility field. 
The market excesses of the late 1920’s were 
regrettable but were no more typical of the 
public utility industry as a whole than of 
other lines of industry and of the state of 
the public mind toward investments gen- 


usage. erally during that period. 


OMMISSIONER Robert E. Healy of 

the Federal Securities and Ex- 
change Commission presented a paper 
outlining by decades, development of 
private electric and gas utility companies 
and the more recent influence of the 
holding company. He dwelt at some 
length on holding company practices 
which marked the growth and develop- 
ment of some utility systems, including 
many illustrations of financing and ac- 
counting practices taken from the re- 
ports of the Federal Trade Commission 
in its investigation of utility corpora- 
tions. Commissioner Healy was the 
counsel in charge of the Federal Trade 
Commission’s investigation during most 
of the period which it covered. 

To illustrate the concentration of own- 
ership and control of private electric and 
gas utilities, Commissioner Healy gave 
a brief description of some of the larger 
holding company systems. He gave a 
demonstration of practices of “pyramid- 
ing’ control of operating companies 
through a series of subholding compa- 
nies, as well as examples of excessive 
levying by holding companies on sub- 
sidiaries for alleged managerial and 
other types of intercorporate service. 

Commissioner Healy conceded that 
the growth of the electric industry in 
America constitutes a great engineering 
achievement but charged that the finan- 
cial and intercorporate structures of 
some of the systems stand in “striking 
contrast to their physical structures.” 
He believed it would have been better 
for the investor as well as the consumer 
if the industry’s security issues had been 
based on cost rather than valuations and 
appraisals. 

Commissioner Healy added that the 
future of private utility companies de- 
pends to a great degree on “whether a 
fair and easily workable method of rate 
regulation can be developed” and also 


M* Fogarty believed that the vast 
amount of capital required by 
the electric industry has precluded the 
possibility of its control falling to any 
great extent into the hands of a single 
group. He added that diverse owner- 
ship of important groups of properties 
has led to keen competition for the con- 
fidence of the investing public in order 
that the supply of capital so constantly 
needed might be obtained on the most 
economical bases. Concerning the hold- 
ing company, Mr. Fogarty concluded: 


The amount of investment in the electric 
light and power industry is the more note- 
worthy in view of the fact that only in 
comparatively recent years were some of 
the principal capital markets open to it. 
A number of states did not, and some still 
do not, permit investment of trust funds 
in electric utility securities, and only in 
1928 did the legislature of the state of 
New York enact a law under which bonds 
of public utility companies became eligible 
as investments for savings bank funds. 

In the great growth of the industry, the 
holding company has played an important 
role. It has provided a large amount of 
the necessary capital of its operating sub- 
sidiaries by investing its income as well as 
proceeds of its own capital securities, and 
by leaving in the business of its operating 
subsidiaries a considerable part of the earn- 
ings available for dividends on its own 
holdings. As the new money so provided 
by the holding company has been largely 
invested in the common stocks of the op- 
erating companies, such investments, to- 
gether with the large accumulations of un- 
distributed earnings over the years, have 
formed a substantial foundation for the is- 
suance of the senior securities necessary 
to raise the balance of the extensive capital 
requirements. 

Despite the apparent indictment of the 
holding company and of the efficacy of 
state regulation implicit in the Public Util- 
ity Holding Company Act of 1935, passed 
by Congress in August of last year, ample 
evidence exists that the sound holding com- 
pany has been, and will in the future con- 
tinue to be, an important contributor to the 
further development of the electric light 
and power industry and that in state regu- 
lation lies protection to both consumers 


491 





PUBLIC UTILITIES FORTNIGHTLY 


on whether the industry can free itself 
from financial manipulation. Commis- 
sioner Healy concluded: 


Over the years the general trend of rates 
has been downward. The general tendency 
of costs during the same period has likewise 
been downward. It is open to serious ques- 
tion whether the reduction of rates has been 
commensurate with the reduction in costs. 
The writer believes that in some instances 
the downward trend of rates has been pro- 
moted by the consolidation of small com- 
panies into larger operating units, but in 
other instances this movement has been re- 
tarded by the holding company because of 
the constant necessity of straining for earn- 
ings to support a top-heavy and inflated 
holding company system. How far the 
neglect of adequate depreciation allowances, 
because of this same necessity, may affect 
the future financial statements of operating 
companies and their rates and services is 
difficult to say. 

It is not easy to form a judgment as to 
the net benefit of the holding companies to 
the industry. The electric industry had its 
growth during one of the most progressive 
periods in history. While it was growing, 
the telephone, the radio, the motion picture, 
the automobile, and the modern highway 
also were developed. It cannot be that ex- 
cept for the holding company the electrical 


industry would have lagged far behind. In 
earlier days by acquiring small plants in the 
smaller cities and towns, interconnecting 
them and substituting an efficient central 
station for inefficient local plants, the hold- 
ing company performed a public service. 
Nevertheless, as a result of the financial 
practices, some of which are herein recount- 
ed, the full benefits of these accomplish- 
ments did not get through to the public 
and many a small city now linked into a 
big system would have had just as good 
or better service from an efficient local 
plant. Furthermore, interconnection and 
efficient central stations could have been 
brought about by combinations resulting in 
larger operating companies without need of 
holding companies. It is difficult to see 
wherein the well-established operating com- 
panies in the large cities gained anything 
for themselves or their customers when they 
were acquired by holding companies. Sev- 
eral of them are very successful and are 
not so owned. Part of the public’s well- 
justified distrust of the speculative holding 
company has been carried over to the op- 
erating companies. The experience of the 
last few years leads to the conclusion that 
generally speaking holding companies which 
are not in the first tier above the operating 
companies, or which are not necessary to 
hold together an efficient integrated system, 
do more harm than good. 





Regulation of Privately Owned Utilities 
(Morning Session, Sept. 9th) 


PAPER contributed jointly by Pro- 

fessor William E. Mosher of 
Syracuse University and Dr. James C. 
Bonbright, trustee of the New York 
State Power Authority, reviewed criti- 
cally the record of public utility regula- 
tion in the United States, dividing the 
subject into three classes: (1) fran- 
chise and direct legislative regulation ; 
(2) state commission regulation; and 
(3) Federal regulation. 

The authors found that, although lo- 
cal franchises are generally required as 
a condition of operation, the chief agen- 
cy of regulation of utilities is the public 
service commission, a state agency with 
broad grants of administrative, semileg- 
islative, and judicial power. It was 
claimed that practically without excen- 
tion the commissions are inadequately 


financed, which seriously hampers them 
in carrying out their duties. Usually 
commissioners are appointed by the gov- 
ernors of the states. The authors found 
that conflict between the courts and the 
commissions, particularly as to valuation 
matters, has hampered effective regula- 
tion. 

Federal regulation, it was said, cen- 
ters about power developments on navi- 
gable streams and on water flowing 
through public lands. This control is 
now centered in the Federal Power 
Commission. In 1935 this commission 
was also authorized to exercise jurisdic- 
tion over power sold for resale purposes 
across state boundaries. In conjunc- 
tion with this, it is instructed to formu- 
late a regional and national power pro- 
gram, looking toward the most economi- 
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cal exploitation of water, gas, oil, and 
coal resources. 

Under the same act the Securities and 
Exchange Commission is to regulate 
holding company organizations, their op- 
erations and finances in so far as they 
are engaged in interstate commerce in 
electricity. A similar measure is being 
shaped up for the control of interstate 
transactions in natural gas. 


UPPLEMENTING direct regulation is 
the plan for establishing “yardstick” 
enterprises at public expense, such as 
the Boulder dam and Tennessee Valley 
Authority. Such power developments 
aim to supply low-cost power to publicly 
owned and operated distribution systems 
in the localities, thereby demonstrating 
the feasibility of much lower rate levels 
than those generally prevailing. The 
central government has also stood ready 
to render financial aid to localities inter- 
ested in establishing their own distribu- 
tion system. The paper concluded: 
In conclusion, certain comments may be in 
order as to the effectiveness of regulation 


of gas and electric utilities. Over the space 
of the last twenty-five or thirty years since 


responsible for the conduct of the utili- 
ties have been all too inclined to look 
upon them as any other profit-making 
business enterprise. The sense of trustee- 
ship has been much less evident as a guid- 
ing motive than underlying conditions re- 
quire. 

Regulation, whether on a state or local 
basis, falls far short of satisfactory stand- 
ards, although a few commissions have 
made appreciable and noteworthy advances 
in this direction. The faith of the public 
in the ultimate effectiveness of regulation 
appears to be rather on the wane than 
otherwise. This is evidenced by the grow- 
ing interest in public ownership. Whether 
recourse will taken to this as the only 
substitute for regulation will depend on the 
readiness and ability of those responsible 
for utility management to codperate with 
public bodies and on the quality of the 
latter and their staffs, and their ability to 
put the administration of regulation on a 
higher level. 


Mr. John E. Zimmerman, president 
of the United Gas Improvement Com- 
pany of Philadelphia, Pa., replied to the 
foregoing paper of Professors Mosher 


and Bonbright by defending commission 


regulation of utilities in the United 
States. There is no parallel to it any- 
where else in the world, he said. Prop- 


erly subject to judicial review, the 
American regulatory system is sensitive- 
ly appreciative of the varied characteris- 
tics of our various phases of utility op- 
erations—local, intrastate, and interstate. 
After sketching the origin and growth 
of commission regulation and discussing 
proper Federal-state regulatory rela- 
tions, Mr. Zimmerman deplored the 
recent tendency of the Federal govern- 
ment to disregard commission findings 
as to the reasonableness of rates and to 
encourage the establishment of public 
plants as “yardsticks.” He discoursed 
upon the fallacy of the “yardsticks” by 
reason of the divergence in operating 
conditions. 

The net effect of the “yardstick,” if 
any, will be the reversion to competition 
of a wasteful character by reason of the 
unnecessary duplication of utility facili- 
ties with resulting increase in expense to 
the ratepayer. Mr. Zimmerman con- 
cluded: 


Commission regulation has not attained 
perfection, but compared with any other 


the commission method of regulation was 
inaugurated, it has at best been but partial- 
ly successful. This has been due to the 
lack in most states of a professionalized 
body of commissioners, to inadequate ap- 
propriations, to deficiencies in the basic 
laws, to the imposition of thoroughly un- 
workable methods of valuation on the part 
of the courts, as well as to a lack of agree- 
ment among economists and engineers on 
their basic premises on this issue, and final- 
ly to the exploitative tendencies of some of 
those within the industry itself. Since the 
early twenties, both the electrical and gas 
industries have been largely under the dom- 
ination of bankers and lawyers. 

Bankers and brokers have sought the 
highest possible return, evidently failing to 
appreciate the element of trusteeship im- 
plicit in public callings which carries with 
it the acceptance of a limited and a fair 
return. The perspective of the lawyers 
has also been restricted and lacking in an 
appreciation of the public.aspects of the 
utility business. They have been ac- 
customed to place exclusive reliance on 
common-law standards of justice and the 
methods of judicial attainment of rule, and 
have been prone to resist the interference 
of indirect legislation as represented by 
such an administrative agency as the pub- 
lic service commission. Those primarily 
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form of regulation its superiority both in 
theory and practice has been demonstrated. 
The public has gained from commission 
regulation in innumerable ways. It has at- 
tained gpa it would not have had 
from either public or private management, 
in the absence of commission supervision. 


Any obstacle to commission determina- 
tion of the reasonableness of payments to 
related companies has been cleared away 
by the establishment of the rule that a 
utility, in asking for allowances for pay- 
ments to affiliated companies, must prove 
the reasonableness of such contracts. The 
burden has therefore been thrown upon the 
utility to furnish satisfactory evidence that 
the payments are justified. In _ several 
cases commissions have entirely disallowed 
such payments because of the failure of the 
operating companies to furnish evidence of 
their reasonableness. 

In some states laws have been passed 
authorizing commissions to investigate con- 
tracts between affiliated companies, even 
going so far as to provide that such con- 
tracts unapproved by the commission are 
invalid. Commissions also have been given 
power to prevent upstream loans by op- 
erating companies to their holding com- 
panies, thus preventing the possibility of 
unfair rates by the operating companies be- 
cause of excessive charges for holding 
company services or inadequate service be- 
cause of impairment of credit of the op- 
erating companies by financing practices 
which would not be approved by the com- 
mission. 

Moreover, Federal laws enacted to regu- 
late the small proportion of interstate busi- 
ness of electric companies have been made 
so broad in scope that there is a needless 
duplication of state and Federal regulation 


making unnecessarily cumbersome the re- 
sponsibilities of private management. 

While the commissions, in addition to 
their other activities, have, as pointed out, 
required extensive reductions in rates, they 
have courageously refused to yield to popu- 
lar demand to fix rates without regard to 
their effect on company financies and have 
fearlessly ordered rate increases when they 
deemed such action necessary. With con- 
fidence that the commissions would es- 
tablish rates fair both to company cus- 
tomers and stockholders, there has been a 
tremendous expansion of gas and electric 
utilities since 1907, together with a con- 
stant improvement in service and steady de- 
crease in rates. The fact that this has 
happened during the era of commission reg- 
ulation is convincing evidence of its wis- 
dom and success. 

It would seem that not much room is left 
for further increase of commission powers 
over utility activities. The powers of cer- 
tain state commissions will probably in 
time be increased so as to equal those of 
the stronger commissions. So far 
as regulation in the future is concerned, 
the problem will probably not be so much 
one of extension or limitation of powers of 
state commissions as one of confining Fed- 
eral regulation to those matters which un- 
der our form of government come clearly 
within the provisions of the Federal Con- 
stitution. 

If such Federal regulation is not strictly 
confined to those matters then there will 
be_ needless and expensive duplication of 
utility reports, conflicts of jurisdiction, 
conflicts in accounting requirements, and 
duplication of administrative controls, all of 
which will be most costly and a serious 
deterrent to the further growth and ex- 
pansion of the electric and gas industry. 





Regional Integration of Gas and 


Electric Facilities 
(Afternoon Session, Sept. 10th) 


r. George N. Tidd, president of 

the American Gas & Electric Co., 
presented a paper objecting to “wide 
grants of power already given the Fed- 
eral Power Commission and the Securi- 
ties and Exchange Commission for the 
ostensible purpose of promoting region- 
al integration of electrical facilities.” 
He charged that the popular idea of 
regional power systems for the United 
States is really part of the much-talked- 


of government planning program. This 
idea of integrating electrical facilities, he 
stated, is not new but has been going on 
for several decades in the United States ; 
the British grid is modeled after the 
United States practice. Mr. Tidd 
showed, with the aid of maps, the ab- 
surdities of districting the United States 
into arbitrary power zones. He added 
that if left alone and unhampered by 
such punitive legislation as the Public 
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Utility Act of 1935, the private electric 
industry would complete regional inte- 
gration along such and economic lines. 
Mr. Tidd developed eighteen specific 
conclusions as follows: 


1. The economics of electric utility 
system integration property carried out is 
extremely sound. The whole history of 
the utility industry in the United States 
bears this out. The sound status of the 
industry is due in a great measure to its 
adoption of the integration idea some three 
decades ago. 

2. The “grid,” or network, principle of 
operating high-tension systems is excellent. 
The British grid is a comparatively re- 
cent example of the working out of this 
principle. 

3. Because of the backward state of the 
electric supply art in Great Britain, a state 
which they have described as chaotic, and 
because of the chaotic condition with re- 
gards to types of systems, limited areas 
served, voltages, and frequencies—a state 
reached because of, and after, four decades 
of the most rigid governmental control— 
the government finally felt compelled to 
step in and undertake the task of integra- 
tion. It was the only agency that had the 
authority to clear up an impasse of its own 
making. 

4. The model for the physical set-up 
finally adopted in Great Britain was the 
integrated power supply systems in the 
United States which had reached a state 
of mature development when discussions of 
the British grid began. 

5. In spite of the above there has been 
expounded, by governmental agencies in 
particular, the notion that what the power 
supply systems of the United States need 
is an American version of the British grid. 

6. There exists no parallel between the 
conditions of the electric supply industry 
which called for governmental action in 
Great Britain and those of the electrical 
utility industry in the United States, either 
in the past or in the present. 

7. Those most actively sponsoring that 
particular idea of integration are concerned 
primarily with carrying out the idea of a 
planned national economy, centrally ad- 
ministered. 

8. Proposals for regional power systems 
originating from those who have not had 
broad experience in developing and operat- 
ing such systems are more likely to have 
paper rather than practical value. 

9. In the United States, integration of 
power systems has been going on since the 
earliest days of the electrical supply in- 
dustry. The body of this paper proves this 
conclusively. 
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10. The pattern for this integration has 
not been a neat paper section, but rather 
the natural boundaries imposed by geo- 
graphical limitations, industrial regions, 
technical limitations, state laws, and cor- 
porate interest. 

11. At the present time there are at least 
10 approximate equivalents of the British 
grid in the United States. The popula- 
tion of the United States is roughly three 
times that of Great Britain. 

12. In the development of these in- 
tegrated systems the utilities of the Unit- 
ed States have had to pioneer sometimes 
alone but in general jointly with sympa- 
thetic manufacturers to develop the phys- 
ical tools and equipment which have made 
integrated operations possible all over the 
world. 

13. Despite statements to the contrary, 
the utilities of the United States have dem- 
onstrated willingness and ability to volun- 
tarily codrdinate their respective system 
planning and operation in order to improve 
service, cut cost to the consumer, and make 
their investment reasonably profitable. 

14. An outstanding example, world note- 
worthy, is the coordination of the in- 
tegrated systems serving the middle eastern 
and southeastern portions of the United 
States. Systems having capacities in serv- 
ice of close to 7,000,000 kilowatts operate 
daily in parallel and with closely coérdinat- 
ed generation and transmission facilities. 


15. The process of integration of elec- 
trical systems in the United States is not 
completed. It perhaps never will be. But 
permitted to develop naturally, with prop- 
er regulation, it will assuredly resume 
growth upon receiving even the slightest 
encouragement and stimulation. The ob- 
jection to some of the present statutes, 
apart from their illegality, is their tendency 
to encourage disintegration of utility sys- 
tems. 

16. If permitted to continue to develop 
along natural lines, there is every reason 
to believe that continued utility system in- 
tegration will not only result in keeping 
American power systems in the forefront 
of world practice but will also help the 
national economy in two distinct ways: 

(a) By furnishing the United States 
with an abundant, economical power sup- 
ply. 
(b) By creating a vast demand for cap- 
ital goods and supplies needed to further 
expand and integrate the many power 
systems. 

17. This program will not result, it is 
true, in a so-called planned system. But 
it will have the advantage of being based 
on actual experience and developments in 
the United States over the past forty years. 
It will be a distinctly American system 
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suited to American conditions and the 
American scene. 

18. In its broadest aspects such a system 
of integration will be consistent with and 
a part of a free economy as against a 
planned or managed economy. There have 
been within the interval involved between 
the starting and concluding of this paper 
some indications which point to the discon- 
tinuance of the so-called planned economy 
as a national policy in the United States. 
From the viewpoint of its effect on the 
future electrical development of the coun- 
try, the writer sincerely hopes so. 


b * pony Chairman Basil Manly proposed 
in his paper the pooling of electric 
power both governmentally owned and 
privately owned, in regional systems 
subject to Federal control. This, he 
said, was “the best solution of the 
numerous problems created by the de- 
velopment of larger blocks of hydro- 
electric power as an incident to the con- 
struction of Federal public works.” 
Commissioner Manly summarized his 
paper as follows: 


. The codrdinated operation of electric 
generating plants and transmission facilities 
on a regional basis is a timely subject. 
From all parts of the country come re- 
ports of increasing demand for electric 
energy, of sales exceeding all previous rec- 
ords, and of hydroelectric capacity that is 
not available because of the great drought. 
The pressure upon the power producers 
for lower costs is likewise continuous and 
insistent. 

Engineering studies and practical experi- 
ence alike have demonstrated that proper 
interconnection and codrdination of power 
facilities releases capacity to meet these 
growing loads and at the same time low- 
ers the cost of energy to the distribution 
system. By the same means, also, there 
may eventually develop an economical so- 
lution of the problem of meeting in a 
sound and orderly manner the problems 
arising in those regions in which the Fed- 
eral government is producing or will pro- 
duce large blocks of electric energy as an 
incident to the construction of public works 
for the improvement of navigation, irriga- 
tion, and flood control. 

he Congress, recognizing the benefits 
that may be obtained by interconnection 
and coérdination of generating and trans- 
mission facilities, as well as by the more 
complete integration of utility systems, has, 
in recent legislation, provided for their en- 
couragement through appropriate govern- 
ment agencies. 

There would appear to be no legal or 
practical obstacle to the development of a 
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plan through which all the power in the 
region in which a major Federal power 
project is located could be “pooled” under 
the control of some central agency which 
would codrdinate the generating and 
transmission facilities of the region and 
make the benefits of the pooled power 
available to both publicly and privately 
owned distribution systems, to industries 
located anywhere within the area, and to 
agricultural regions which might not other- 
wise be accessible. 

Certain major considerations must be 
provided for in any plan for regional pool- 
ing that may be regarded as practicable. 

(1) An effective Federal agency must be 
created to operate the pool. Such agency 
should preferably have a board of directors 
in which the national interest would be 
preponderatingly represented but which 
would also afford an opportunity for re- 
gional and local interests to have an effec- 
tive voice. 

(2) The agency must possess adequate 
power and financial resources to acquire 
control of or construct a transmission net 
work which will ultimately cover the en- 
tire area of the region in which the pool 
is to operate. In the opinion of the writer 
it would not be desirable for this agency 
to purchase transmission facilities or con- 
struct them except where it is necessary. 
All the practical objectives of the pool can 
be attained as effectively by lease of trans- 
mission facilities as by purchase. 

(3) All participants in the pool must 
commit themselves to place their generat- 
ing facilities, transmission lines, and sub- 
stations under the control of the managers 
of the pool, subject to such agreements as 
may be necessary with reference to the 
basis upon which power is to be taken 
from generating stations and delivered to 
distribution systems and the compensation 
that is to be paid for the use of transmis- 
sion lines. 

(4) There must be agreement that all 
distribution systems, whether publicly or 
privately owned, shall be supplied from the 
transmission network at rates which shall 
be uniform for communities which possess 
the same characteristics and are similarly 
situated. 

(5) The central agency must possess 
adequate powers to construct additional 
transmission lines and interconnections 
wherever necessary and to plan and, if 
necessary, finance and procure the con- 
struction of such additions to generating 
facilities as may be required by the pool 
to meet the present and future require- 
ments of the region served. 

The establishment of a system of regional 
pooling would appear to present the best 
solution of the numerous problems created 
by the development of large blocks of 
hydroelectric power as an incident to the 
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construction of Federal public works 
projects. From the standpoint of the 
Federal government it would afford an 
orderly method of disposing of electrical 
energy in large quantities and would thus 
provide an assured source of revenue for 
the liquidation of the expenditures involved 
in such projects. It would minimize the 
conflict with privately owned utilities and 
avoid the duplication of transmission fa- 
cilities which will be necessary if the pow- 
er from Federal projects is to be marketed 
at existing load centers. It would make 
power available to communities and agri- 
cultural areas throughout large regions at 
rates as low as, if not lower than, the 
rates which must be charged if the Fed- 
eral agency seeks to find a market for all 
its power by selling directly to industries 
and communities located within reasonable 
transmission radius of the project. 

To the private utilities which are direct- 
ly affected, the adoption of such a plan 
of regional pooling would create a condi- 
tion of security which would enable them 
to proceed immediately with the refunding 


of outstanding securities at the low in- 
terest rates which are now available. In- 
vestors in their securities would be pro- 
tected not only from possible losses arising 
from direct competition but also from 
severance damages that would otherwise 
be created if municipalities should acquire 
local distribution systems. Power genera- 
tion and transmission costs would be sub- 
stantially equalized throughout large 
regions. The utilities participating in the 
pool, as well as the consumers within the 
territory affected, would be benefited by the 
incidental development of power in con- 
nection with the construction of Federal 
public works projects. 

The nation as a whole would profit from 
the extension of the benefits of Federal 
projects to larger areas than could be 
economically served by direct transmission. 
Finally, the assurance of dependable sup- 
plies of cheap and abundant electricity 
throughout large industrial regions in close 
proximity to essential raw materials, would 
be of incalculable value from the stand- 
point of national defense. 


To be concluded in the next issue. 
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Buitpinc America, A PHoToGRAPHIC MaGa- 
ZINE OF MopERN ProsLeMs. Special Power 
issue. (April) Published with assistance 
of Lincoln School of Teachers College, Co- 
lumbia University, and the Works Progress 
Administration, New York. Project Num- 
ber 65-97-295, Sub-project 27. Room 334, 
Lincoln School, 425 West 123rd Street, 
New York, N. Y. 

This magazine published by WPA work- 
ers in New York city with generous illus- 
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presentation of current affairs for use in 
public schools. This particular issue con- 
tains, however, propaganda for the promo- 
tion of public ownership of public utilities. 
It is stated as a fact, for example, “city 
owned plants have brought lower electric 
rates and lower taxes.” Some of the text 
implies that Federal power development is 
a necessary step in the conservation of 
natural resources. 


MunicipaL Law Journat. (A _ monthly 
journal.) Institute of Municipal Law Off- 
cers, 730 Jackson Place, N. W., Washington, 
D. C., $10 a year. 

The first issue of another new journal in 
the field of municipal law appeared in Jan- 
uary, 1936. It covers briefs and opinions, 
views on current problems, Federal rulings 
and regulations, recent decisions, new ordi- 
nances, and list of important current law 
review articles. This publication should be 
valuable to city attorneys, city clerks, and 


others who would keep up-to-date with mu- 
nicipal legal affairs. 
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gore. Today. April 4, 1936. 
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The March of Events 





Orders Uniform Accounting 


HE Securities and Exchange Commission 

on September 7th ordered all registered 
public utility holding companies “deriving 
practically all their income from dividends 
and interest on investments in other compa- 
nies” to adopt its uniform standard of ac- 
counting beginning January 1, 1937. 

The system was prepared and adopted after 
extended conferences with representatives of 
both registered and nonregistered companies, 
leading accounting societies, and individual 
experts, and is said to be the first official 
standard issued by an agency of the govern- 
ment. It applies only to those holding com- 
panies which derive most of their income 
from investments but does not “meet the re- 
quirements of holding companies which also 
directly own and operate public utilities or 
other property.” 

Designed primarily to eliminate the prac- 
tice of writing up the value of investments in 
balance sheets, in accordance with the prin- 
ciples of the Wheeler-Rayburn Act, the sys- 
tem also contains requirements for the segre- 
gation of surplus to show what represents 
capital surplus and what is earned surplus and 
a provision that stock dividends from sub- 
sidiaries may not be taken into income or sur- 
plus at amounts greater than those charged by 
the paying companies to their income and (or) 
earned surplus accounts, and then only to the 
extent that such dividend is declared from 
earnings subsequent to acquisition by the com- 
pany of the stock in respect of which the 
dividend is paid. 


Charges Phone Cuts Insufficient 


HARGING that rate reductions and adjust- 

ments which voluntarily have been made 
by the American Telephone and Telegraph 
Canaan are insufficient, the Federal Com- 
munications Commission on September 10th 
instituted a general investigation into the en- 
tire rate structure of the telephone company. 
The action demanded that the company “show 
cause” why its rates should not be drastically 
cut further to satisfy complaints which have 
been made to the commission and to justify 
a “record of profits over a long series of 
years.” 

This move launched the rate investigation 
which has been awaited since inception of 
the A. T. & T. investigation and which has 
been touched upon only sketchily in the in- 
quiry so far. Carl I. Wheat, recently em- 
ployed California utility rate expert, will be 
in charge of the rate investigation. 


Chairman Paul A. Walker of the FCC 
telephone division, in charge of the investiga- 
tion, asserted that the toll rate cuts put into 
effect by the A. T. & T. and associated Bell 
companies September Ist were “not a drop in 
the bucket.” Hearings in the rate inquiry are 
to be held sometime during the fall and con- 
ducted as a parallel to the general investiga- 
tion now in progress. Chairman Walker em- 
phasized that the burden of proof would fall 
on the telephone company and that the com- 
pany would have all the opportunity desired 
to present its side of the case. The hearings, 
he said, will not be of an ex parte nature. 


Answers Roosevelt 


|. gree by President Roosevelt that more 
Federal dam Projects can always be add- 
ed was labeled as “a clear-cut admission of 
New Deal guilt in the abuse of constitutional 
functions for the purpose of achieving uncon- 
stitutional objectives” by Philip H. Gadsden, 
chairman of the Committee of Utility Execu- 
tives, it was reported last month. Mr. Gads- 
den said that this was an open and official 
declaration that the real purpose of the hydro- 
electric program is to force further reduction 
of electric power rates. 

Mr. Gadsden further stated that the Presi- 
dent “has served notice upon the millions of 
citizens whose savings are invested in operat- 
ing utility companies that, unless rates are 
adjusted, the properties in which they have 
invested their savings are going to be sub- 
jected to further destructive and unconstitu- 
tional Federal competition.” 

He declared that no other interpretation 
could be placed upon the President’s words 
than that the recent official emphasis upon 
navigation, flood control, and conservation 
“are but a constitutional smoke screen cloak- 
ing the unconstitutional Federal power pro- 
gram.” 

The President’s address was one of the clos- 
ing features of the Third World Power Con- 
ference which adjourned September 12th. 
Four hundred delegates left Washington to 
begin a series of technical study tours in the 
great industrial centers and power plants of 
the United States and Canada. 


Briefs Filed in Test Case 


T= initial arguments of both plaintiffs and 
defendants were filed in the district court 
of the United States for the southern district 
of New York on September 14th in the form 
of briefs by the Securities and Exchange Com- 
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mission and the Electric Bond and Share 
Company et al., defendants. This is the gov- 
ernment’s hand-picked case to determine the 
constitutionality of the Public Utility Act of 
1935, oral argument on which has been tenta- 
tively set for October 5th, Judge Julian C. 
Mack presiding. 

Three briefs were submitted by the com- 
mission comprising nearly 500 pages, while 
approximately 200 pages of factual back- 
ground and argument were supplied the utili- 
ties’ initial defense, in a case that may deter- 
mine the future of the industry. 

Upholding the validity of the registration 
sections of the Public Utility Act, the gov- 
ernment’s briefs asked dismissal of the de- 
fendants’ cross bill which asked that the en- 
tire act be declared unconstitutional. 

Suit was begun against the Electric Bond 
and Share Company and twelve of its affil- 
iates by the SEC last November. It is 
said to be the hope of all concerned that it 


will reach the United States Supreme Court 
this winter. 


Grid System in TVA Area 


RESIDENT Roosevelt revealed last month 

that the idea of a grid system in the Ten- 
nessee valley, tying in private facilities with 
TVA power lines, had been considered in re- 
cent talks with utility officials. He remarked, 
however, that the discussions were tentative. 

The subject came up, the President said, 
during conferences with Wendell L. Willkie 
and Preston Arkwright, officials of the Com- 
monwealth and Southern system, on the ques- 
tion of renewing TVA’s contract with the 
Alabama Power Company, a Commonwealth 
subsidiary. The President expressed the hope 
that the contract could be extended tempo- 
rarily pending the formulation of a long- 
range program for the Tennessee valley pow- 
er set-up. 


Alabama 


Light Bills to Be Lower 


EW residential electric rates effecting a 

half-cent reduction per kilowatt hour 
went into effect September 5th for customers 
of the Birmingham Electric Company. The 
reduction, the second under the “objective sys- 
tem” which went into effect in April, 1935, 
brought the top rate for domestic consumption 
from 6 to 54 cents per kilowatt hour. It was 
estimated that total savings to customers 
would amount to $50,000 a year. 

Under the first reduction, made last Decem- 
ber, individual customers found their bills 
from 8 to 16 cents less when the top rate was 
cut, at that time, from 64 cents per kilowatt 
hour to 6 cents. It was said the new rate 
became effective because more than half of 
the Birmingham Electric Company’ residential 
customers now use a minimum of 35 kilowatt 
hours per month. The objective rate has for 
its aim a decrease in the cost of residential 


current as consumption of electricity goes up. 

Under the new rate the top price for current 
is 54 cents per kilowatt hour for the first 4 
kilowatt hours per room; 5 cents for next 6 
kilowatt hours per room; 23 cents for the 
next 180 kilowatt hours, and 14 cents for all 
additional current. 


Municipal Acquisition 


ITIZENS of Fairfield, a suburb of Birming- 

ham, were scheduled to vote September 
2ist on the question of acquiring a municipal 
power system to distribute TVA electricity. 
An ordinance providing for the referendum 
was unanimously approved by the city com- 
mission. 

Fairfield was reported to be the third Jef- 
ferson county municipality to initiate efforts 
to obtain TVA electricity, Tarrant City 
and Bessemer already having started nego- 
tiations. 


Arizona 


Announces Lower Rates 


i— rates on commercial lighting and 
power service in Globe and Miami, effec- 
tive with meter readings of October Ist, were 
announced last month by W. B. Lewis, man- 
ager of the Arizona Edison Company, Inc., 
which furnishes service in the two communi- 
ties. 


The reduction was the second made to com- 
mercial users during the past twelve months 
and was made after conferences between com- 
pany officials and members of the Arizona 
Corporation Commission. 

The new rates mean a saving of approxi- 
mately $8,800 annually to residents and busi- 
—* the largest saving—$5,300—going to 

obe. 
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Arkansas 


Seeks TVA Power 


c= officials of West Memphis early last 
month instituted court proceedings in- 
tended to lead to an application for Tennessee 
Valley Authority power. 


City Attorney Doyne Dodd, who filed the 
bill, asked Chancellor J. F. Gautney to a the 
value of the distribution system owned by the 
West Memphis Power and Water Company, 
or declare void the franchise it holds from the 
city. 


California 


Balks Bond Test 


A court test on the legality of the San Fran- 
cisco board of supervisors’ authorizing 
the issuance of revenue bonds without a vote 
of the people for power distribution appeared 
doomed for failure last month. The public 
utilities commission refused to approve a reso- 
lution designating plan seven, entailing an ex- 
penditure of $43,700,000 for distribution of 
Hetch Hetchy and purchased current to the 
— city, as its officially favored distribution 
plan. 

Instead they indorsed again plan seven, 


which they previously had indorsed as a 
feasible undertaking along with plans five and 
six, alternate distribution proposals. Reject- 
ing a resolution drawn to bring about a state 
supreme court test, the commission asked the 
assistant city attorney to draw up a resolution 
approving plan seven. 

The proposed resolution would not enable 
the board of supervisors to obtain a court test. 
The legality of the proposal that the city at- 
tempt through technicalities of the charter to 
avoid a two-thirds vote of the people in issu- 
ing power distribution bonds was doubted by 
attorneys. 


Colorado 


FPC Opens Regional Office 


A regional office of the Federal 
Power Commission was expected to start 
functioning before October Ist, according to 
a recent announcement of Frank R. McNinch. 
The Denver office will be one of five in key 
cities of the country. 

The Federal Power Commission under re- 
cent acts which have extended its authority 
will function in a general way in relation to 
power companies as the Interstate Commerce 


Commission functions in transportation mat- 
ters. The power commission’s authority is 
confined to companies engaged in interstate 
power transmission, but it plans to work in 
close codperation with state utilities commis- 
sions. 

Much of the work of the Denver office will 
consist of holding hearings and making studies 
regarding the amount of power used, prices, 
and the like, it was said. Lesher S. Wing, of 
Sacramento, Cal., will be in charge of the 
office. 


Delaware 


Wins Plant Fight 


Aonen step in Seaford’s fight to own and 
operate its own electric power plant was 
taken last month. The city council granted 
a 20-year franchise to the Seaford Light and 
Power Company to build and operate a power 
plant with optional clauses which give the 
city the right to buy the plant within five 
years. 

The company awarded the franchise was one 
of the joint defendants with the city council 
in temporary injunction proceedings instituted 
by the Eastern Shore Public Service Com- 


pany whose franchise had expired. The latter 
company, which has been leading a fight in 
the courts against the plans of the Seaford 
officials for the last two years, was denied a 
temporary injunction by Chancellor Josiah H. 
Wolcott, at Dover, which would have held up 
the franchise. 

The terms of the franchise require the con- 
cern to erect and operate a modern power 
plant for which they pay the town $2,500 a 
year. The city council is to have the privilege, 
within the first five years of the franchise, to 
purchase the plant for municipal operation at 
cost price, with the provision that the total net 
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profits, realized by the company up to the 
time when the city takes it over, be applied as 
a part payment on the purchase of the plant. 


It was estimated the company would have an 
investment of between $180,000 and $200,000 
in the new plant and system. 


Florida 


Seeks Cheaper Rates 


OMMISSIONER E. G. Sewell last month 

sought further relief in public utility rates 
and better service in two resolutions presented 
to the Miami city commission. One authorized 
negotiations with engineers to ascertain cost 
of a thorough survey of the Miami water dis- 
tribution system and rates charged. The sec- 


ond sought reduction of rates on gas in Miami 
to $1.35 per thousand cubic feet. 

The commission voted favorably on the wa- 
ter survey resolution, demanding that “ade- 
quate water distribution facilities be provided 
in all sections of Miami.” Action was post- 
poned on the resolution authorizing a confer- 
ence with gas company officials concerning the 
urged gas rate reduction. 


Illinois 


To Order Rate Cut 


HE Illinois Commerce Commission was 

expected to order a reduction in the elec- 
tric rates of the Commonwealth Edison Com- 
pany before the end of September, James M. 
Slattery, chairman of the state body recently 
stated. Mr. Slattery said the amount of the 
reduction had not been determined. 

The Edison Case has been before the com- 
mission for nearly two years following a cita- 
tion for the company to show cause why a 
reduction should not be ordered. Counsel for 
the commission at the conclusion of hearings 
in the case last July, recommended that rates 
be cut by $6,500,000 a year. The recommenda- 
tion was made by Harry R. Booth, assistant 
counsel. Company attorneys maintained that 
such a cut would practically eliminate the 
earnings of stockholders. 

An announcement of the Horner administra- 
tion, issued by the publicity department at the 
statehouse in Springfield, said Governor Hor- 
ner desired “if possible to bring about reduc- 
tions that will compare favorably with those 
made downstate.” The statement continued: 


Chicago has not received a reduction oth- 
er than the Commonwealth Edison Company 
absorbing the 3 per cent sales tax. Down- 
state companies also absorbed the sales tax. 
The possibility of a reduction of from 5 to 
7 per cent, approximately $6,000,000, in Chi- 
cago rates was forecast. 


Gas Company Files Suit 


HE Peoples Gas Light and Coke Company, 

which has a rate case pending before the 
commission, last month took court action to 
seek reversal of a commission order. The 
company, through its attorneys, filed a suit in 
circuit court at Chicago against the commis- 
sion and Otto Kerner, attorney general, it 
is reported. 

The company asked the court to authorize 
an immediate increase in rates at the rate of 
$3,000,000 annually and to issue an injunction 
against the commission to prevent the state 
body from interfering with the new rate 
schedules. 

The company had requested the commerce 
commission to authorize a temporary rate in- 
crease pending completion of the rate case 
before the commission. The state body had 
denied the request. The company now claims 
that its present rate schedule does not allow 
a fair return on the property used and is con- 
fiscatory. 

The city of Chicago subsequently made for- 
mal protest against an increase in gas rates 
in that city when Corporation Counsel Barnet 
Hodes filed an intervening petition opposing 
the suit brought by the utility. The city’s 
petition stated that the new rate schedule 
would place an unreasonable and discrimina- 
tory burden on small consumers of gas and 
that present rates were adequate to insure a 
fair return on the investment. 


lowa 


Fights Natural Gas 


= City on September 9th filed in the 
United States district court its disagree- 


ment with a master in chancery report recom- 
mending that the Iowa City Light and Power 
Company be permitted to install natural gas 
service. The exceptions of the city to the re- 
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port were to be heard in court September 
2lst, it is said. 

The city’s exceptions included the claims 
that the company’s franchise had not been 
extended by implication in any way, that nat- 


ural gas service was more expensive than 
manufactured gas, and that natural gas service 
would require extensive changes in equipment 
affecting 4,000 burners in the state university’; 
chemical laboratory alone. 


> 
Kentucky 


To Decide Municipal 
Ownership 


HE Glasgow city council early last month 
passed an ordinance calling an election to 
let voters of the city pass on the proposal to 
have a municipally owned power plant. The 
city of Glasgow, it was said, plans to pay 
for the plant by issuing $200,000 in revenue 
bonds. 
The franchise of the Kentucky Utilities 


Company, squealing in Glasgow, expires No. 


vember 
To Vote on TVA 


A’es oor providing for a referendum on 

000 bond issue for construction of 
a inital system to distribute TVA pow- 
er in Middlesboro was passed September Ist 
by the city commission. The mayor was au- 
thorized to carry on negotiations with TVA 
officials. 


Louisiana 


Seeks Natural Gas Approval 


Ayor W. B. Graves of Glenmora an- 
nounced last month that the city was 
pomp | for approval from Washington on the 
$65,000 WPA project to supply the residences 
and business — of the town with natural 
s. Mayor Graves said a bond issue of 
$30, 000 had been voted by the town and appli- 
cation had been made to the WPA for the 
remainder of the funds necessary for the proj- 
ect. 


Plans are to pipe the gas from Oakdale. 


Preliminary steps of securing right of way are 
being taken, it was said, so that the project 
may be started if WPA approval is given. 


Cut Effects Saving 


REDUCTION of electric rates, recently voted 
by the Alexandria commission council, 
became effective last month. The revision of 
charges was expected to save residents of the 
city approximately $76,000 a year. 
The electric power plant is municipally 
owned and operated. 


> 
Maryland 


Co6éperative “Loses” Territory 


cTIoN of the Maryland Public Service 
Commission last month in denying the 
Consumers Codperative Company of Calvert 
county the right to build certain lines may 
mean it will not be able to go ahead with 
its plan of rural electrification. John B. Gray, 
Jr., one of the organizers of the codperative 
said it was “ highly questionable” whether the 
company would ever sell electric power in Cal- 
vert county. 

The commission denied the codperative’s 
application and gave to the privately owned 
Maryland Light and Power Company the 
right to construct lines in territory described 
as the most lucrative in the area the codpera- 
tive had planned to serve. Gray said the pri- 
vate utility had been awarded “the best of the 
territory.” 


The codperative had arranged for a $90,000 
loan from the REA in Washington to build 
70 miles of lines for 450 customers, but after 
the commission’s action found itself with the 
prospect of only 300 customers requiring 55 
miles of line. 

The commission, in defense of its action, 
denied that it was opposed to the entry of co- 
6perative electric power associations into 
Maryland. 


Phone Rates Slashed 


HE Chesapeake and Potomac Telephone 
Company on September 3rd reduced its 
rates on certain classes of service, saving about 
$92,700 a year for users of 40,000 telephones 
in Maryland. The reductions were retroactive 
to September Ist. The state public service 
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commission said the new reductions brought 
the annual savings to Maryland subscribers 
under rate revisions during the last year to 
about $858,000 a year. 

Under the new rates, extension phones in 
Baltimore city were cut from 20 to 25 per 
cent in cost. Outside of Baltimore, extension 
stations cost 25 cents a month less. The com- 
pany said the Baltimore city change would 


affect 8,500 telephones, with an annual saving 
of $23,500, while the changes in the counties 
would affect 6,500 telephones with an annual 
saving of $19,400. 

The company and the commission also 
reached an agreement to reduce the costs 
hand sets. The new rate for hand sets is 15 
cents a month for twelve months or a $1.50 
flat charge. 


Massachusetts 


Petition for Lower Rates 


pau were received on September 14th 
from the selectmen of the town of Charle- 
mont and seventy-four residents of Winthrop 
and Revere seeking lower electric rates, and 
public hearings were requested before the 


state department of public utilities, it is re- 
ported. 

The petition of the customers of the Sub- 
urban Gas and Electric Company, which serves 
Revere and Winthrop, stated that the rates 
—. excessive and that they should be re- 

uc 


Minnesota 


Favors TVA Set-up for Valley 


paw Roosevelt at the drought confer- 
ence in Des Moines, Iowa, last month stated 
he favored creation of a Federal authority 
conservation similar to the TVA for the Red 
river valley water conservation program, L. P. 
Zimmerman, Minnesota relief administrator, 
disclosed recently. 

The announcement that the Minnesota con- 
gressional delegation would be asked to fur- 
ther passage of an act creating the Red River 
Valley Authority was made by Administrator 
Zimmerman under authorization by Governor 
Hjalmar Petersen. 


Plans for legislative action in Minnesota, 
North and South Dakota to create a tri-state 
authority for maintenance principally of Red 
river valley water conservation improvements 
will be continued, it was announced. The 
present program for the Red river, which 
stresses work for an adequate water supply, 
involves an expenditure of approximately 
$12,000,000. 

Governor Petersen received assurance from 
the President that work on the Red lake 
water conservation project to provide an ade- 
quate water supply for communities in the 
Thief river falls district would be started at 
an early date. 


North Carolina 


Waterless Lake State’s Quoddy 


orTH Carolinians were reported last month 
to be considerably exercised over a re- 
cent press article commenting upon a WPA 
project for the city of Mt. Airy. The project 
was to build a lake for the city for the com- 
bined purposes of providing water supply and 
recreational facilities. Its basin has nm ex- 
cavated high in the mountains. The fish with 
which to stock it have been engaged from the 
hatcheries. Boats have been provided and the 
city has purchased a launch. So far, however, 
there is no water in the lake for the reason 
that it is situated at such an elevation that 
water could not naturally get there. 
Mt. Airy officials have dissented vigorously, 


laying all the blame on some unknown news- 
paper man who wished to write a funny story. 
Champions of the project insist that a canal, 
to be constructed, will make the project prac- 
tical. Critics, however, suggest that the canal 
is an afterthought and that the whole scheme 
is a blunder “comparable to Quoddy.” 


Additional Power Planned 


- the suggestion of the Federal Rural Elec- 
trification Administration, which has ap- 
proved its application for a loan of $430, 
the Caldwell County Rural Electrification 
Committee last month decided to include 
Burke, Watauga, Alexander, and Wilkes 
counties in its incorporation papers. 
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The committee will do business in Watauga, 


Alexander and Wilkes counties and into 
Burke county. The REA suggested the in- 


clusion to avoid any complications in the fu- 
ture, Dudley Bagley, director of the state 
REA, said. 


Ohio 


Would Prohibit Rate Increase 


HE city of Columbus petitioned the state 
utilities commission on September 12th to 
order the Ohio Fuel Gas Company to ob- 
serve the 48-cent rate ordinance, warning that 
any action by the company to hike the rate to 
55 cents, scheduled to become effective Sep- 
tember 15th, may be regarded as a violation 
of the utility law of Ohio. Counsel for the 
city, in a complaint, held that it would be 
illegal for the Ohio Fuel Gas Company to 
raise the rates of 20,000 customers of the Fed- 
eral Gas and Fuel Company. It was inferred 
that possible criminal action may result if 
the gas company should hike the rate of one 
third of its customers before the utilities com- 
mission has ruled on the city’s complaint. 
The city held there was no legal basis of 
fact to permit the Ohio Fuel Gas Company to 
raise its rate 7 cents, because the Federal Gas 


and Fuel Company never appealed from the 
original 48-cent rate ordinance passed by the 
city council in 1929. The city contends that 
an appeal filed by the Federal gas and Fuel 
Company from the second 48-cent ordinance 
passed in 1934 is still pending “awaiting fur- 
ther proceedings” before the commission, and 
to raise the rate before final action is taken on 
it would be highly improper and illegal. 

Elsewhere in Ohio plans for a campaign for 
lower gas rates for all Ohio cities were made 
at a meeting held September 14th at Cleve- 
land between city officials and representatives 
from Toledo, Akron, and Springfield. Meet- 
ing under the auspices of the Cities Alliance, 
an organization founded to coérdinate gas rate 
information, the group voted to call a confer- 
ence of representatives of municipalities in 10 
states to consider a program of concerted na- 
tional, state, and local action “some time be- 
fore October 15th.” 


Oregon 


larger consumers also were said to benefit by 
a reduction of the 3-cent rate for over 150 
kilowatt hours per month to 2 cents. 
McColloch said negotiations between the 
Mountain States Power Company and his de- 
partment had been in progress for the past 


Cuts Power Rates 


HE Mountain States Power Company on 

September 10th filed rate reductions with 
Frank C. McColloch, state utility commission- 
er, aggregating a saving of $75,000 to electric 
consumers. The principal schedules affected 
were the residential and commercial lighting 
rates, with an average reduction of 124 per 
cent. While the principal reductions were 
made in the top steps of the schedules, the 


twelve months. McColloch declared a sub- 
stantial increase in income, particularly dur- 
ing 1936, had made it possible for the com- 
pany to grant a larger reduction than origi- 
nally anticipated. 


Pennsylvania 


Requests Immediate Rate 
Reductions 


ONTENDING that electric rates in Pennsyl- 
vania are “producing more than 6 per 
cent” net profit allowed by law, Governor 
George H. Earle on September 15th requested 
the state public service commission to proceed 
immediately for the reduction of all electric 
light and power rates. 
In a letter to C. J. Goodnough, chairman of 
the commission, Governor Earle called atten- 
tion to “the fact there has been an unprece- 


dented increase in the consumption of electric 
power in Pennsylvania, and an unprecedented 
increase in the income and prosperity of pri- 
vately owned power companies.” 

Governor Earle also directed the commis- 
sion’s attention to the fact that “no real rural 
electrification plan has ever come to Pennsyl- 
vania. The so-called Pennsylvania Plan, ad- 
ministered in part at least by a so-called joint 
committee of representatives of private utili- 
ties and of farm groups, has been run in the 
interest of the private power companies.” He 
called upon the commission to withdraw from 
this joint committee and to take immediate 
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steps for codperation with the Federal Rural 
Electrification Administration, “so that farm 
homes in all parts of Pennsylvania may 
be electrified at the lowest possible cost. 


Governor Earle told the state public serv- 
ice commission he would expect action 

on these matters at the earliest penile 
moment. 


Tennessee 


TVA Ruling Surprises 


Ae for the Tennessee Valley Au- 
thority and nineteen private utilities were 
reported to be working at top speed to prenare 
arguments on the disputed constitutionality of 
the vast government enterprise. A surprise 
ruling of Judge John J. Gore in U. S. district 
court at Cookeville, Tenn., on September 11th 
gave them less than two weeks in which to 
submit briefs to the court on the question of 
whether the huge Federal agency is constitu- 
tionally sound. 

The judge acted at the conclusion of a hear- 
ing on a motion of the TVA to dismiss a suit 
brought by the nineteen power companies. 
The suit attacked the TVA act as unconstitu- 
tional. Counsel for the authority claimed that 


under the act any such suit brought against 
it must be brought in the northern district of 
Alabama.’ The claim was based on the fact 
that the act fixes the legal residence of the 
TVA in that district. 

Attorneys had expected that Judge Gore 
either would sustain the motion and dismiss 
the suit or quash the motion and hear the suit. 
Instead, the court held the question of jurisdic- 
tion could not be decided until it is determined 
whether the act itself is constitutional. 

An identical suit filed at Birmingham, seek- 
ing to restrain the government ag from 
further operation, was dismissed on Septem- 
ber 9th in an order signed by Federal Judge 
David J. Davis. 

The dismissal was requested by attorneys 
for the nineteen power companies. 


Virginia 


Refuses Power Probe 


ORPORATION Commissioner H. Lester 

Hooker last month, after receiving a re- 
quest from the Shenandoah Valley Electric 
Codperative for an investigation of proposed 
wholesale rates to be charged by the Virginia 
Public Service Company, said that the com- 
mission was without authority to intervene. 
He said that the corporation commission has 
“no jurisdiction over private contracts between 


the codperative and the power company.” 

Mr. Hooker said he received a letter from 
D. W. Burrus, president of the codperative, 
saying the rural electrification project to serve 
customers in seven valley counties had been 
halted as a result of the Virginia Public Serv- 
ice Company’s failure to quote a “satisfactory” 
wholesale rate. The codperative, which is 
constructing its own lines, sought to negotiate 
for the purchase of its current wholesale from 
the private compariy. 


Wisconsin 


Fights Sale of Power 
to Codperative 


PROTRACTED legal battle between the Madi- 
son Gas and Electric Company and 450 
potential rural power consumers near Middle- 
ton was reported in the making last month as 
the public service commission ordered the 
utility to sell power at wholesale to the farm 
coéperative forming there. 
The company claims that it has never held 


itself out as a wholesaler, either within or 
without its territory, and that it is a local 
utility, serving one central city and its im- 
mediate territory, and therefore cannot be 
compelled to furnish such service. The com- 
mission held that wholesaling was within the 
general service obligation of a utility company 
within the boundaries wherein it has pro- 
fessed to serve. There was said to be a pos- 
sibility that the company would seek court ac- 
tion to prevent the commission from enforcing 
its order. 
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Sliding-scale Rate Plan Is Approved 
by Arkansas Commission 


Ox: of the criticisms by the public 
utilities generally made of regula- 
tion, said the Arkansas commission, and 
“not wholly without merit” is that under 
regulation whenever a base rate of re- 
turn is fixed by a regulatory authority 
and the utility, through efficient and 
economical operation and the expansion 
of its business, earns more than the re- 
turn fixed, all the excess is given to the 
consumer through further reductions in 
rates. Such a practice, it was said, to 
the extent that it has become established, 
has had a tendency to put a premium 
on indolence and inefficiency and to de- 
stroy initiative on the part of those man- 
aging public utilities. 

The commission therefore expressed 
the opinion that when a rate of return 
is fixed for a public utility, any earnings 
in excess of that rate should be equitably 
distributed between the utility and the 
consumers. The commission continued : 


This plan is not new. It was, a number 
of years ago, put into effect by the com- 
mission of the District of Columbia with 
very gratifying results. We believe that 
with a plan in effect such as the one above 
indicated, municipalities will be more inter- 
ested in keeping down the franchise burdens 
of public utilities and at the same time we 
believe that the public utilities themselves 
will strive harder and put forth more effort 
to keep down their operating expenses and 
to increase the volume of their business. 

There has become noticeable to this de- 
partment a tendency upon the part of some 
public utilities to designedly increase their 
operating expenses in order to keep from 
making a reduction in rates, and, in the 
opinion of the department, the company un- 
der examination is no exception. There has 
been before the department one case where 

: the management of a utility actually invited 
the city to levy a pole tax against it in order 
to increase operating expenses so as to avoid 
and forestall a reduction in rates. In the 
particular instance, the city levied a pole tax 
and did, thereby, forestall a reduction in 
rates. 


The commission, however, was of the 
opinion that while it should put into 
effect a sliding scale of rates it should 
not do so without according the com- 
pany and the city an opportunity to be 
heard upon the question. 

In determining the basis for rates, the 
commission reduced the estimated cost 
of reproducing foundations for a well 
house, derrick, and pump, as not used 
and useful in the public service, stating: 


While it is probably true that the com- 
pany would not be expected to tear up or 
wreck this concrete structure or put down 
new foundations, this fact is no justification 
for the inclusion of the cost of the whole 
basin in the rate base. The basin is now 
only useful for foundations and it is worth 
no more to the company or to the public 
than would be the reasonable cost of ade- 
quate foundations for the well house, the 
derrick, and the pump. 


Likewise in connection with an esti- 
mate of reproduction cost of a reservoir, 
the commission said that ordinarily in 
estimating cost of reproduction, consid- 
eration is given to the property as it is 
now designed and constructed and not 
to some other design or construction. 
In the case of the reservoir, however, 
where faulty construction was discov- 
ered after completion and a large 
amount was spent for the purpose of 
correcting the faulty work, it was said 
that the ratepayers should not have to 
make good the cost occasioned by the 
negligence and carelessness of those re- 
sponsible for faulty construction. 

Cash working capital, it was held, 
should not include taxes and interest 
and other items that are accrued month- 
ly and set up and charged to operating 
expenses, since, in the words of the 
commission : 


These items are only 
and by accruing them 


id once a 
company will 
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THE LATEST UTILITY RULINGS 


always have on hand sufficient funds out 
of which to pay them. Re Yonkers Elec- 
tric Light & P. Co. (N. Y. 1934) 6 P.U.R. 
(N.S.) 132, 151; 2 Guiding Principles of 
— Service Regulation, by H. C. Spurr, 
p. 


The commission thought that the de- 
preciation allowance should be sufficient 
to cover only retirements caused by or- 
dinary wear and tear and that a reserve 
to meet these contingencies should be 
set up out of revenues and that the cost 
of property retired for any other cause 


e 


to the extent not already credited at the 
time of the retirement to the deprecia- 
tion reserve, less the net salvage, should 
be charged to the abandoned property 
account and amortized over a reasonable 
period of time. By this method the 
ratepayers of this decade would not be 
required to set up a reserve for im- 
provements that might or might not be 
made in the succeeding decade. City 
of Blytheville v. Blytheville Water Co. 
(No. 15.) 


Rate Problems on Change to Natural Gas 


Tea public utility company furnish- 
ing gas in and about Williamsport, 
Pa., in the year 1931 introduced natural 
gas into its system, which formerly had 
furnished artificial gas. Problems aris- 
ing from the changeover are discussed 
by the state commission in a recent de- 
cision on gas rates. 

The mere existence of the manufac- 
tured-gas plant, in the opinion of the 
commission, did not require its inclusion 
in a determination of proper rates even 
for standby emergency service. The 
commission said that the utility com- 
pany, having decided to furnish its cus- 
tomers with natural gas, must so con- 
duct itself that service from such a 
source would continue uninterrupted, as 
the consumers should not be burdened 
with carrying the capital expense of two 
different sources of supply ; that is, nat- 
ural gas and manufactured gas. The 
commission pointed out that if the plant 
were being reproduced and natural gas 
adopted as the source of supply, manu- 
factured gas plants would not also be 
constructed. That a different conclu- 
sion might have been reached if original 
cost rather than fair value had been the 
object. sought in the rate investigation 
was intimated by the commission. 

In harmony with the above ruling the 
commission excluded from production 
system expense the cost of operating and 
maintaining the manufactured gas plant. 

Allowances for operating expenses 
under ordinary circumstances, said the 


commission, would be based upon aver- 
age experience, but in this instance the 
company, which for many years served 
manufactured gas, had changed to nat- 
ural gas as a source of supply. Compli- 
cations resulted which made it extreme- 
lv difficult for the commission to deter- 
mine the allowable operating expense 
when the period under natural gas serv- 
ice was so short. The record failed to 
disclose what a proper labor cost was 
under natural gas operation, and for 
purposes of rate making the commis- 
sion, therefore, adopted the most recent 
experience of the company for labor in 
1933. Similar disposition was made of 
certain other operating expense items. 
In some cases, however, where the 
change to natural gas would not appre- 
ciably affect the expenditures, weight 
was given to the experience of the com- 
pany when furnishing manufactured 
gas, as in the case of meter maintenance 
cost. 

As to the cost of marketing natural 
gas, the commission said: 


It was but natural for respondent to make 
every effort to attempt to market to the 
utmost extent the natural gas which it now 
serves in place of the manufactured gas. 
However, such activities frequently cause 
heavy initial expenditures for the develop- 
ment of business which extends over a long 
period into the future, without the expecta- 
tion that substantial beneficial results will 
be realized in the years in which the ex- 
penditures are made. Thus, we hold that 
present consumers should not be burdened 
with the high cost of obtaining new business 
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without, at the same time, receiving some 
of the benefits resulting from increased 
revenues to the company. We, therefore, 
adopt an allowance of $15,000 for this ac- 
count as reasonable for rate-making pur- 
poses for the present and immediate future 
ratepayers, 


The commission allowed the company 
to amortize over a 5-year period the ex- 
pense found properly attributable to 
changing over consumers’ appliances 
from manufactured gas to natural gas. 

No allowance was made for amortiz- 
ing the investment in the generating 
plant. The commission distinguished the 
present case from those cases in which 
the use of new inventions by a com- 
pany has resulted in great benefit to 
consumers and where the company 
should not be penalized because of its 
policy in utilizing such inventions by 


HE Wisconsin commission has 
taken the position that electric util- 
ity companies should offer a wholesale 
rate for service to rural codperative or- 
ganizations. The commission is of the 
opinion that the functional use of serv- 
ice by the various codperatives is such 
as legally to justify a separate and dis- 
tinct rate classification, provided that a 
rate schedule can be designed which is 
sufficiently comprehensive to give proper 
consideration to the differences in load 
characteristics of the various customers 
so as to prevent discrimination between 
customers within the classification. 
The commission did not see any valid 
reason for refraining from offering a 
general rate for service to this type of 
customer on grounds that the customer 
might not be financially responsible and 
might neglect its lines to the point of 
interference with the company’s service 
to other customers. Such dangers, if 
they may exist, it was pointed out, could 
be met by the application of reasonable 
rules and regulations as in the case of 
other classes of customers. 
The Wisconsin State Rural Electri- 
fication Codrdination Committee, in a 


refusing to permit recoupment in some 
way of the investment in the old equip- 
ment. 

A gate rate for natural gas was estab- 
lished instead of fixing rates on the 
basis of all the operations of natural 
gas producing companies affiliated with 
the distributing company. The commis- 
sion found that if it considered the en- 
tire operation, the cost of natural gas 
would exceed the cost of the previously 
used artificial gas. It was said that a 
substitution of natural gas for manufac- 
tured gas which resulted in an increased 
cost to consumers of approximately 30 
per cent without any corresponding 
benefit was not justified. Himes et al. 
v. Pennsylvania Power & Light Co. 
(Complaint Docket Nos. 9046-9048, 
9050). 


e 


Wholesale Rate to Codperative Organization 


complaint against the Lake Superior 
District Power Company, contended that 
the Rural Electrification Administration 
would not approve a loan to a codpera- 
tive association where wholesale energy 
could not be obtained at an average cost 
of 1.5 cents per kilowatt hour or less. 
The commission said: 


However, there seems to be some dispute 
in the record of one of the similar proceed- 
ings before the commission involving an- 
other company, as to the firmness of this 
requirement. In any event, as we construe 
our duties under Wisconsin statutes, major 
consideration must be given to the cost of 
furnishing such service and the maintenance 
of a fair relationship between the level of 
such a rate and the levels of rates available 
to other classes of customers. 


The commission approved rate sched- 
ules containing a demand charge and 
energy charges ranging from 3 cents net 
per kilowatt hour for the first 1,000 
kilowatt hours used per month to 9 
cents per kilowatt hour for quantities 
in excess of 50,000 kilowatt hours used 
per month. Wisconsin State Rural 
Electrification Codrdination Committee 
v. Lake Superior District Power Co. 
(2-U-993). 
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Electric Extension Authorized over 
Objection of Codperative 


HE Wisconsin Public Service Cor- 

poration was authorized by the 
state commission to extend its lines to 
prospective customers who desired serv- 
ice notwithstanding objections by the 
Rural Electrification Codrdination Of- 
fice, which requested that the application 
for authority to extend be denied on the 
ground that a codperative project con- 
templated incorporating the proposed 
extension in its own program of rural 
electrification. 

At the hearing it developed that the 
cooperative project was composed of 
two factions, those along the proposed 
extension who had broken away and 
then desired service from the public 
utility corporation and another group 


who insisted that the others remain with 
the codperative program. 

To the commission it appeared that 
the geography of the situation should be 
a compelling factor in its decision. The 
two groups were separated by a consid- 
erable expanse of forest preserve. The 
commission did not find that the remain- 
ing members of the codperative organ- 
ization would be insufficient to obtain 
a loan for their project, and it appeared 
reasonable to the commission to permit 
each group to obtain service in accord- 
ance with the wishes of its majority 
rather than to require those along the 
proposed extension to forego immediate 
service. Re Wisconsin Public Service 
Corp. (CA-186). 


e 


Discrimination in Denying Service to Poor Persons 


fe: Montana commission vigorously 


condemned the practice of a mu- 
nicipal water plant in discriminating 
against consumers less able to pay and 
in favor of more wealthy and influential 
users in the matter of denying service 
for nonpayment. 

One consumer, of means, was shown 
to have been given every consideration 
while delinquent in a comparatively tre- 
mendous amount, while another consum- 
er, irregularly employed for very short 
periods at unusually low compensation 
all during the depression, had been sum- 
marily denied service, despite his offer 
of partial payment. The commission 
said 


The water commission and clerk were so 
bitter and cruel in their persecution of the 
witness, that anyone who might offer him 
water was threatened with discontinuance 
of his water service, yet water, as the offi- 
cials of the waterworks should understand, 
is absolutely necessary to life. The witness 
Gonyea’s service should be restored at once, 
and it is hereby ordered. The commission 
recognizes his honesty, sincerity, and verac- 
ity, and knows that he will conscientiously 
begin payment upon his delinquent account, 
as should all other delinquent users in a 
position to do so. 


Another customer, nearly seventy 
years of age and a taxpayer since the 
founding of the city, but now a county 
charge, was denied service without con- 
sideration and “more despicable, more 
lowly, and more contemptibly than he 
would have been by any of the pred- 
atory and greedy privately owned utili- 
ties.” 

The commission said that a munic- 
ipal plant belongs as much to such a 
taxpayer as it does to the water com- 
mission and its clerk, and public serv- 
ants should be reluctant to adopt the 
universally condemned practices of 
“profit-mad private owners.” 

The commission ruled, in ordering a 
25 per cent reduction in water rates, 
that since the city had completely paid 
for its plant and had a substantial sur- 
plus in its treasury, there was no longer 
any necessity for any greater income 
from the property than sufficient to pay 
all operating expenses together with a 
fair return on a reasonable amount of 
working capital. Water Users of City 
of Livingston v. Livingston Municipal 
Water Works (Docket No. 2054, Re- 
port and Order No. 1676). 
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Auxiliary and Breakdown Rates and Service 


PINIONS were filed by Chairman 

Maltbie and Commissioner Van 
Namee of the New York commission 
on the subject of rates for auxiliary and 
breakdown electric service, disposing of 
various questions relating to the service 
rules and regulations. 

The electric companies were held to 
be within their rights in denying con- 
sumers the privilege of operating pri- 
vate plants in parallel with the utility 
service. Chairman Maltbie pointed out 
that in the case of other customers the 
electric utility would not be required to 
carry only the most unproductive part 
or the part its competitors choose not 
to carry. He said in part: 

A central station company should be re- 
quired to supply any part of the wiring 
system of a consumer provided such wiring 
is completely segregated, and provided fur- 
ther that whenever such segregated part is 
used the electric energy is to be supplied 
by the central station company. But a con- 
sumer should not be permitted to switch 
any unsegregated part of his system to the 
central station company unless all of his 
system is so connected. 


Chairman Maltbie said that a private 
plant customer should be permitted the 
utmost freedom in contracting for de- 
mand so far as his own use is concerned, 
and, if he wishes to contract for more 
than the capacity of his generating plant, 
he should be allowed to do so. On the 
other hand, the private plant owner who 
desires not only breakdown and auxil- 
iary service but is also engaged in sell- 
ing current to others is not entitled to 
the same unlimited service as the private 
plant consumer who does not resell to 
others. He said: 

If he does not choose to provide a plant 
equal to the peak load of the system which 
he supplies, he should segregate a portion 
of the system and turn it over to the central 


station company for its service. Equipment 
should be provided to limit the demand to 


the amount contracted for in such cases, so 
that under no circumstances may the actual 
demand exceed the amount specified in the 
contract. 


Commissioner Van Namee said that 
the electric companies should not only 
continue their policy of limiting the con- 
tracted-for demand to the capacity of 
the private plant but should require in- 
stallation of equipment to positively pre- 
vent contracted-for demand being ex- 
ceeded except to private plant operators 
who do not sell electrical energy and 
who should be granted unlimited stand- 
ard service and nonstandard service ac- 
cording to present practice. 

The demand charge was referred to 
by Chairman Maltbie as “an unusual and 
exceptional form of charge.” He said 
that if it were approved, it should be 
limited and only those costs should be 
included that clearly and unquestionably 
belong in a demand charge, all other 
costs being covered by the energy charge. 

He pointed out that a demand charge 
is seldom encountered in private busi- 
ness, for unless there is an element of 
monopoly it is not possible for anyone 
selling a service or a commodity to make 
a customer pay a fixed amount in addi- 
tion to the commodity charge. He ob- 
served, however, that everyone is fa- 
miliar with the fixed dues levied by clubs 
and the cover charge made in some 
restaurants. Each is somewhat like a 
demand charge, but there is even here 
an essential difference between such 
businesses and an electric utility. The 
former do not recognize any obligations 
to meet any demand upon them, where- 
as the latter virtually stand ready to 
render any amount of service whenever 
so required. Commissioner Van Namee 
also approved a demand charge. Re The 
New York ‘Edison Co. Inc. et al. (Case 
No. 8622). 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Appendix 


Important addresses on questions of public interest 
delivered at the annual convention of the Section 
of Public Utility Law of the American Bar Asso- 
ciation at Boston, Mass., August 25 and 26, 1936. 





Necessity of Codperation in Regulation of Utilities 
By PROFESSOR JOHN J. MURRAY* 


4 ie us who are members of the legal 
fraternity and who are particularly 
concerned with public utilities it is well 
to remember that there are fundamen- 
tally three groups. The first group of 
us represent the regulated, the second 
group of us represent the regulator, and 
both of us are subjected to a third 
group, the judiciary, who pass upon the 
merits of our controversies. We all 
three groups, therefore, must codperate 
rather than antagonize if the best results 
to all interests are to be attained. We 
should be influenced by the economic 
and legal merits of the contentions of 
each other, rather than be influenced or 
even prejudiced because of the group to 
which one of us might belong. We must 
remember that there are the service con- 
sumer, the employee, and management, 
as well as the investor, whose interest 
must be considered. 

Massachusetts is historically famous 
for its institution of public utility regu- 
lation, and she is renowned in her 
wealth of material knowledge of her 
public utilites. We must not, however, 
rest wholly and inactively upon our 
laurels. We must make use of this ac- 
cumulated data. We must utilize this 
vast fund of material fact for the bene- 
fit of all concerned. It is obvious to any 
student that public utility corporations 
have prospered, in many instances ex- 
cessively so, in our commonwealth. If 
I may presume, I should like to suggest 


*From the address of welcome by the 
chairman of the Massachusetts Department 
of Public Utilities. 


to you ladies and gentlemen that times 
have changed. It is my humble observa- 
tion that the present era is most signifi- 
cant in that a much greater number of 
us know much more, or should I say try 
to know much more, about a great many 
more things than ever before. This 
means that mental competition is un- 
doubtedly more vigorous than ever in 
the history of our country. The day is 
passed, I believe, of domination by fi - 
ited interests of our public thought and 
direction. 


ye believe that a critic who suggests 
changes of regulation is a cynic, or 
radical, or crack-pot, but this is not so. 
It would be well for all of us to study 
not only the evolution of public utilities 
law insubstantio, but also the interests 
which may have influenced the develop- 


ment of such law. For instance, the 
possible influence of utility interests in 
the enactment of a series of statutes in 
our commonwealth with reference to 
municipal ownership might well be 
studied. I cannot of course develop this 
subject in this talk, but believe me when 
I say it is most difficult, expensive, and 
well-nigh impossible for a pra 
in this state to reasonably compete wi 

private industry, even where the private 
utility company may be giving poor 
service, charging excessive rates, or 
both. Indeed, it might be well in this 
and other states if our regulatory com- 
missions endeavored to amend the laws 
in the interest of the public and to so 
regulate as to bring the subject of regu- 
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lation before our third group, the judi- 
ciary. 

I believe that the most substantial es- 
tablishment of our public utilities of the 
future will be best accomplished through 
a conscious recognition by all of us that 
corrections and improvements can and 
must be made, with a consideration of 
the contentions and interests of all par- 
ties concerned. We all recognize that in 
economic progress young and new 
thought, principles, and individuals are 
the dynamic forces of accomplishment. 
I do not know, but it may be that 
changes are desired and inevitable. It is 
barely possible that some of us in the 
category of regulators may have become 
“company minded,” maybe not. In any 
event a new and thorough study and 
analysis of the status and the data on 
public utilities corporations in our com- 
munities might be productive of intelli- 
gible information. 


W: must remember that the con- 
sumers are entitled to the best pos- 
sible service at the lowest possible cost 
commensurate with a fair return to cap- 
ital invested in the public utility in- 
dustry. 

And this fair return must be a suffi- 
ciency to attract fresh capital into the 
industry. 

And so in this state of Massachu- 
setts, historically famous as a regula- 
tor of public utilities, we may expect 
in this era of new enlightenment a 
complete and historical analysis of the 
financing, operating, and charging by 
our public utilities companies, followed 
by any equitable adjustments which may 
be found necessary or desirable. Thus, 
ladies and gentlemen, it is well to re- 
member that Massachusetts is not only 
the historical origin of public utilities 
regulation, but that it is also a progres- 
sive and active regulatory state. 





Legal Aspects of Governmental Regulation 


of Prices in Industry 
By GEORGE R. GRANT* 


ocr the organization of this Section 
in 1917 it has been the custom of 
the chairman to address the members 
at the first session of each annual meet- 
ing. I trust you will bear with me while 
I make some observations and state 
some views which are my own and in 
no way intended to represent the views 
of the Section. 

For a considerable period of time 
there has been a great deal of talk and 
much has been written on the subject of 
personal liberty and the Constitution. 
Turmoil and excitement have prevailed 
in the ranks of so-called defenders of 
the Constitution on the one hand, and of 
those who advocate certain New Deal 
theories of public welfare on the other 
hand. It may be well to step out of the 
atmosphere of politics to examine the 

*Address of the chairman of the Section of 
Public Utility Law. 


present state of the law of the land upon 
the very important question of the right 
of government to regulate the prices of 
industry. Long a matter in which opin- 
ions differed widely, this became more 
confused when the Supreme Court, by 
Mr. Justice Roberts, in the Nebbia Case* 
approved price regulation called for by 
the Milk Control Act of New York. 
Eminent economists, statesmen, and 
business men have striven for a plan to 
extricate business from its troubles and 
to safeguard its future. Meanwhile 
there has been a rising tide of regulation 
spreading out over every phase of 
American business. This has seemed to 
be very largely accounted for by the 
activities of overzealous partisans. As 
lawyers we are more interested in the 
attitude of the courts toward this matter 
than in the politics of the situation. A 
review of the pertinent cases and of the 
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legal principles which are involved may 
be helpful. 


NDER the old English common law 
the business regulated as to prices 
or rates except that of the innkeeper and 
the miller was largely of that type which 
today we call public utilities, such as 
ferries, hackney coaches, and enterprises 
enjoying some governmental privilege or 
monopoly or both. As to the public 
inns, they constituted about the sole ref- 
uge at night for travelers who sought 
not only food and shelter but protection 
from bandits. In other words, from the 
standpoint of government such places 
were of great importance as adjuncts to 
public safety. Innkeepers were called 
public servants “having the privilege of 
entertaining travelers and supplying 
them with what they want.”* As to 
grist mills, they were operated largely 
by sanction and permit of the large 
landowners, who ruled the tenants. 
Lord Hale pointed out that regula- 
tion was the inevitable result of a gov- 
ernmental concession or privilege. On 
the other hand, the English Parliament 
regulated prices and wages pretty much 
as it wished. It passed laws of attainder 
and took property for private purposes 
and without due process of law under an 
arbitrary power. Such laws were main- 
ly unfair and many of them were re- 
pealed. 
In passing upon prescribed rates Lord 
Ellenborough said : ® 
The general principal is favored both in 
law and justice that every man may fix what 
price - pleases for his own property or the 
use OT it. 


Some of our early legislatures, prior 
to the adoption of our Constitution, un- 
dertook to exercise price-fixing power. 
Today, however, no one considers that 
he devotes his property or his business 
to the public use, or clothes it with a 
public interest, merely because he manu- 
factures and sells goods to the public.* 
For many years following ‘the inde- 
pendence of the United States it was 
commonly supposed that a general pow- 
er in the states to regulate prices was in- 
consistent with constitutional liberty.® 


ANY years ago most of us read the 

decision of the Supreme Court in 
Munn v. Illinois. Some of us have re- 
read it and a few have probably really 
studied it and perhaps have agreed with 
the able dissenting opinion of Mr. Jus- 
tice Field. 

As we examine the case today in 
the light of recent decisions and the 
present trend of regulation over busi- 
ness and private property, interesting 
questions come to mind. 

What would have been the effect upon 
the present trend of regulation had Jus- 
tice Field prevailed? He said: 

I deny the power of any legislature under 
our government to fix the price which one 
shall receive for his property of any kind. 
If the power can be exercised as to one 
article, it may as to all articles, and the 
prices of everything, from a calico gown 
to a city mansion, may be the subject of leg- 
islative direction. 


He declared that private buildings 
used for private purposes cannot be 
deemed to be public institutions even by 
constitutional amendment and that “one 
might as well attempt to change the na- 
ture of colors by giving them a new 
designation.” 

The court went back 200 years for 
its authority to a treatise of Lord Chief 
Justice Hale of England, who was the 
first to use the phrase “affected with a 
public interest.”7 The pertinency of 
the conclusions of Lord Hale to the 
Munn Case is not apparent. There is 
nothing in the language of that eminent 
English authority which indicates that 
the words “affected with a public inter- 
est” mean anything but operated under a 
public grant. 

A study of the facts in the Munn Case 
indicates a lack of concession, special 
privilege, or legal monopoly, nor is it ap- 
parent that there was a dedication of the 
property to the public use. However, 
Justice Waite, who wrote the court’s 
opinion referred to it in a later decision * 
as involving a “virtual monopoly,” and 
Mr. Justice Bradley, who concu 
with the majority in the Munn Case, re- 
ferred to that case in a later decision ® 
as involving a “practical monopoly.” 
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of the Munn decision to the Nebbia 
Case concluded that the term “affected 
with a public interest” means “subject 
to the exercise of the police power” and 
that nothing more is intended by that 
expression. 

At present it seems to come down to 
this, that being affected with a public in- 
terest means being subject to the police 
power, and being subject to the police 
power means being affected with a pub- 
lic interest, subjecting an industry to 
price fixing. This reasoning in a circle is 
not helpful in answering the question— 
When is property affected with a public 
interest, and when does the police power 
apply to permit the regulation of prices 
in businesses outside the realm of pub- 
lic utilities? The language of some of 
the decisions, especially that of the Neb- 
bia Case, indicates that the answer is 
“whenever the legislature so wills.” 
That would be in every instance when- 
ever the voters exert sufficient pressure 
on the legislature. Future decisions will 
determine to what extent the court will 
allow legislatures to fix prices in indus- 
tries claimed to be affected with a public 
interest. 

Munn v. Illinois has been cited by the 
court in many decisions relative to pre- 
scribed rates for public utilities, again 
evidencing that the court in such cases 
has ignored the distinction between pub- 
lic interest in property and a public use 
of property. Likewise state courts have 
repeatedly based their decisions upon the 
theory of the Munn Case, and we find 
such language as the following: ° 

When the owner of property devotes it to 

a public use, he, in effect, grants to the pub- 

lic an interest in such use, and must, to the 

extent of the use, submit to be controlled by 
the public, for the common good, as long as 
he maintains the use. 


J usTICE Roberts in applying the theory 


emp decisions have been made 
in Illinois, Alabama, Wisconsin, 
Pennsylvania, and many other states. 
Thus, from what has been very logically 
termed a misconstruction of Lord Hale’s 
meaning of the term “affected with a 
public interest” there has spread out 
over the land a doctrine relative to the 


governmental regulation of private busi- 
ness, a late expression of which appears 
in the Nebbia decision. 

Mr. Justice McKenna said, referring 
to the Munn Case in a much later deci- 
sion," that the private elevator property 
has become “public warehouses” by con- 
stitutional amendment and act of the 
legislature and that which had been 
strictly private property became public 
property, at least so far as its use was 
concerned. 

The court created an uncertainty in 
its decision in Munn v. Illinois. Its pur- 
pose was to decide when private indus- 
try can be regulated by the state as to 
prices. It considered two principles; 
namely, the old common law idea that 
regulation of prices naturally results 
from a voluntary dedication of private 
property to a public use under conditions 
of governmental grant or privilege of 
some sort; and, second, that regulation 
results from a condition of economic im- 
portance of the industry involved. 


Zz is entirely reasonable to assume that 


if Justice Field’s opinion had pre- 
vailed, the court in 1891 would have de- 
cided the New York state elevator cases 
in accordance therewith.* The issue in 
those cases was the constitutionality of 
a New York act to regulate grain eleva- 
tors similar to the act of Illinois in- 
volved in the Munn Case. The court of 
appeals of New York declared the act 
constitutional by the authority of the 
Munn decision. It found that special 
conditions in the business of elevating 
grain justified legislative control. At 
the same time the court stated that no 
general power resided in the legislature 
to regulate the prices charged for com- 
modities or services in private business. 
The court went so far as to say that the 
elevators are indispensable instrumental- 
ities of the carriers. Referring to the, 
Erie canal, through which much of the 
grain passed from Buffalo to New York, 
the court said that whatever impaired 
the usefulness of that canal as a public 
highway involved the public interest. Its 
attempt to associate the elevators with 
the carriers seems something of an ad- 
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mission that Lord Hale intended his term 
“affected with a public interest” to apply 
solely to enterprises which we now call 
public utilities. The Supreme Court by 
Mr. Justice Blatchford affirmed and ap- 
proved the decision of the New York 
court. 

Mr. Justice Brewer dissented in the 
New York elevator cases and said: 

The vice of the doctrine is, that it places a 
public interest in the use of property upon 
the same basis as a public use of property. 
. . « nor can I believe that the control of 
the public over one’s property or business 
is at all dependent upon the exent to which 
the public is benefited by it. 


Commenting upon the idea of monop- 
oly in the elevator business Justice 
Brewer stated that there was no legal 
monopoly involved and that any monop- 
oly in fact which existed might be 
broken, thus making unnecessary any 
legislative interference. He expressed 
the thought that the elevators are not in 
any sense carriers and if they facilitate 
the carriers so do the packing and box- 
ing of goods. It was Justice Brewer’s 
expressed thought that the time was not 
far distant when the courts would de- 
clare that government can prescribe 
compensation only when it grants a spe- 
cial privilege. Justice Brewer’s predic- 
tion did not come true entirely as evi- 
denced by decisions herein later dis- 
cussed, including the Nebbia decision. 


HERE lies the dividing line between 

public utilities and other business 
enterprises whose property is now 
claimed to be affected with a public in- 
terest? Some of the state courts have 
answered this by distinguishing between 
public use and public interest.% Has 
the Nebbia decision eliminated the dis- 
tinction? How far is the old-time dif- 
ference between public utility business 
and private business to be forgotten and 
how far is regulatory law likely to ex- 
tend over private business as to the 
prices of commodities? The Supreme 
Court has answered some of these ques- 
tions in specific decisions which appear 
to be directly contrary to its decision in 
the Nebbia Case.* It is not unlikely 


that the court will be called upon to 
consider again some of the same issues. 

In the Minnesota eM Mora- 
torium Case and the New York Milk 
Control Case,’ both involving police 
powers of the states, the court took a 
liberal attitude in its 1933-34 term. 
There are other cases on the court’s doc- 
ket involving the exercise of that power 
which have taken on added significance 
and importance. They involve state 
statutes which have undertaken to enter 
upon prior fields of regulation and 
which involve additional questions of 
constitutional law. The Fair Trade Act 
of California and the New York Un- 
employment Law are in that list. The 
future decisions of the court on such is- 
sues will be awaited with great interest. 

The legal question always involved is 
whether or not the regulation violates 
due process intended to be safeguarded 
by the Fifth and Fourteenth Amend- 
ments. The inquiry of the court con- 
cerns solely the lawfulness of an act and 
does not consider the question of its wis- 
dom. That is a matter for determina- 
tion by public opinion. The Nebbia de- 
cision holds that no constitutional prin- 
ciple prohibits price legislation. This 
reflects the thought of Mr. Justice 
Holmes in his dissent in the theater 
ticket case.!” 


‘ae validity of a price restriction on 
resale of theater tickets became an 
issue before the Supreme Court in 1927. 
The court held that the theater business 
is private business and that tickets are 
not subject to price regulation as to sale 


or resale. This was on the theory that 
a business or property in order to be af- 
fected with a public interest must be 
devoted to a public use and its use there- 
by in effect granted to the public. 

This decision is contrary to an opin- 
ion of the justices of the supreme judi- 
cial court of Massachusetts in 1924 on 
the same subject. The justices held 
that theaters are affected with a public 
interest and devoted to a public use, and 
further that they have an intimate rela- 
tion to the health, safety, and good or- 
der of the community. The justices ac- 
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cordingly pronounced as reasonable and 
constitutional a proposed regulation to 
limit the resale prices of theater tick- 
ets.? 


peep to the regulation of pri- 
vate property alleged to be “affect- 
ed with a public interest” properly in- 
cludes both state and Federal regulation, 
the first under that retained power of 
sovereignty commonly called the police 
power, and the second under the com- 
merce clause of the Federal Constitu- 
tion. The decisions of the Supreme 
Court upon this subject from the date 
of the Munn Case to that of the Nebbia 
Case have applied largely to the right of 
the states to regulate and the question 
has been usually one of due process un- 
der the Fourteenth Amendment. The 
present tendency by congressional action 
is toward centralization at Washington 
of regulatory power over all industry, 
as evidenced by the National Industrial 
Recovery Act, the Agricultural Adjust- 
ment Act, the Tennessee Valley Author- 
ity, the Public Utilities Act, the Guffey 
Coal Bill (which attempted to apply the 
same type of governmental control over 
one industry which the National Indus- 
trial Recovery Act attempted to apply 
over all industry), the Wagner Labor 
Bill, the Social Securities Act, and the 
Federal Housing Act, and others too 
numerous to mention. The court has 
held several acts named above to be un- 
constitutional and void. It is not un- 
likely therefore that the tendency of 
Congress to pass laws regulating indus- 
try may be lessened. 

In its decision invalidating the Coal 
Act, the Supreme Court did not decide 
whether the Federal government has the 
power to regulate prices of commodi- 
ties sold in interstate commerce. It de- 
clared that the price-fixing provisions of 
the Bituminous Coal Conservation Act 
are unconstitutional because inseparable 
from the provisions governing produc- 
tion and labor. 


s indicating a possible trend of 
thought it is interesting to note 
that Mr. Chief Justice Hughes in a sepa- 
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rate opinion differed from the majority 
on this question of separability and de- 
clared that the price-fixing provisions 
could be sustained notwithstanding the 
invalidity of the regulation of produc- 
tion. As an illustration of the power of 
Congress to control charges in interstate 
commerce he referred to the Interstate 
This illustration may 
indicate that from a standpoint of the 
regulation of prices the Chief Justice 
makes no distinction between public util- 
ities and other business enterprises not 
enjoying the same type of privilege and 
concession as a public utility. 

Mr. Justice Cardozo dissented and was 
of the opinion that the price-fixing pro- 
visions were valid and could be sus- 
tained independently of the labor provi- 
sions of the act. He said: ¥® © 

I am satisfied that the act is within the 
power of the central government in so far as 
it provides for minimum and maximum 
prices upon sales of bituminous coal in the 
transactions of interstate commerce and in 
those of intrastate commerce where inter- 
state commerce is directly or intimately af- 
fected. 


He pointed out that this does not 
mean that prices may be fixed for arbi- 
trary reasons or in an arbitrary way, 
and said that the congressional power is 
subject to due process like the police 
power of the state. Citing the Nebbia 
Case * he said: 


There a statute of New York prescribing 
a minimum price for milk was upheld 
against the objection that price fixing was 
forbidden by the Fourteenth Amendment. 
We found it a sufficient reason to uphold the 
challenged system that “the conditions or 
practices in an industry make unrestricted 
competition an inadequate safeguard of the 
consumer’s interests, produce waste harmful 
to the public, threaten ultimately to cut off 
the supply of a commodity needed by the 
public, or portend the destruction of the in- 
dustry itself. 


Win no rule for determining just 
what types of private property are 
“affected with a public interest” or are 
“clothed with a public interest” or what 
types of private property are of “public 
consequence” one’s mind naturally turns 
to essentials of life, meat, and all food 
stuffs; boots, shoes, and clothing; cot- 
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ton, woolen, and silken fabrics; all kinds 
of machinery together with utensils of 
every kind; books and periodicals; 
drugs, medicines, and chemicals; iron 
and steel; lumber and all building ma- 
terials. In fact it is difficult to imagine 
any enterprise or business of the com- 
munity at large in which the public has 
not an interest or many not acquire an 
interest under changing circumstances. 

At the time when the term “affected 
with a public interest” seemed to mean 
“dedicated” by the owners to public use 
or enjoying a public franchise or con- 
cession, it was not difficult to separate 
the businesses which were properly sub- 
ject to rate or price regulation and we 
called them public utilities. Now the 
term “affected with a public interest” 
seems to apply to any business which 
has assumed a degree of importance in 
the public mind. The legislature seems 
to be restrained only to the extent of 
passing price-fixing statutes which are 
not arbitrary. 

On the other hand, the court has 
ruled that a business is not “affected 
with a public interest” because of size or 
because the public is concerned about 
it*! This pronouncement is contrary 
to the rule in the Munn Case as are 
numerous subsequent decisions.** 


‘ne pressure is strong upon all leg- 
islative bodies to declare that first 
one and then another business is affected 
with a public interest. If such pressure 
should extend in the direction of drugs 
or shoes or any other articles of univer- 
sal use what will prevent regulation as 


to their prices? The power to prevent 
rests solely with a Supreme Court and 
it will exercise that power only if it finds 
that the statute in question is arbitrary 
or capricious. It seems likely that the 
court would find a statute arbitrary or 
capricious which sought to regulate 
prices of luxuries such as diamonds or 
furs. Such articles are not in universal 
use and cannot possibly affect the public 
welfare. 

That the court has considered the pos- 
sible spread of legislative regulation to 
all human endeavor and to the prices of 


nearly all commodities is indicated by its 
language in several cases.** The charge 
that all affairs of life will become sub- 
ject to legislative domination if enter- 
prises one after the other are declared to 
be affected with a public interest, has 
not deterred the court in such declara- 
tions when in the judgment of the court 
the circumstances of public welfare war- 
ranted. 


HE difficulty, therefore, today is to 

determine when is a price-fixing 
statute arbitrary or capricious. It is not 
arbitrary solely because it fixes a mini- 
mum price for an article of trade. The 
New York Milk Act did that and was 
approved. The deduction is that the 
character of the article regulated, to- 
gether with circumstances at the time, 
are the determining factors. In fact, the 
court has called it rudimentary to say 
that measures of government are deter- 
mined by circumstances. The court has 
been at pains to point out that it is not 
possible to classify businesses as to 
which regulation of prices can be de- 
clared arbitrary * and further that upon 
proper occasion and by appropriate 
measures the state may regulate the 
prices of any business.* 


M oRE than ten years earlier the court 
in discussing the question of free- 
dom of contract in a case involving a 
minimum wage law held that although 
there is no such thing as absolute free- 
dom of contract such freedom is the 
general rule and restraint the exception ; 
“and the exercise of legislative authority 
to abridge it can be justified only by the 
existence of exceptional circumstances.” 
The New York Court of Appeals in 
March of this year relied upon that lan- 
guage of the Supreme Court. The Su- 
preme Court has upheld the decision of 
the New York court. Chief Justice 
Hughes, however, joined in the dissent 
and said: 

I can find nothing in the Federal Consti- 
tution which denies to the state the power to 
protect women from being exploited by 
overreaching employers through the refusal 


of a fair wage as defined in the New York 
statute and ascertained in a reasonable man- 
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ner by competent authority. . . . When 
there are conditions which specially touch 
the health and well-being of women, the 
state may exert its power in a reasonable 
manner. The distinctive nature and 
function of women—their particular relation 
to the social welfare—has put them in a 
separate class. 


The court has decided that food 
stuffs,** clothing, ice,®® and gasoline 
are not to be regulated as to prices. 
Milk, on the other hand, may be regu- 
lated as to price, and irrespective of any 
health consideration. The same is true 
of fire insurance which involves purely 
personal contracts.*4 All articles such 
as ice, food, clothing, gasoline, and milk 
are necessities of present-day life, as 
perhaps is fire insurance, and seem to 
be affected with a public interest. Leg- 
islatures have “honestly” said so. The 
court has agreed as to milk and fire in- 
surance. 


GREAT deal of the machinery of 

modern business relies upon gaso- 
line. It might reasonably be said to be 
affected with a public interest. Even the 
delivery of milk itself would be serious- 
ly handicapped if the supply of gasoline 
should be interrupted for one day. The 
legislature of Tennessee considered that 
gasoline is affected with a public inter- 
est. The Supreme Court ruled other- 
wise and denied the right of the state to 
regulate the prices of gasoline. Will 
the price-fixing issues which we thought 
settled be re-tried? 

Going back again to the old case of 
Munn v. Illinois, one of the most signifi- 
cant paragraphs of the decision states: 

It presents, therefore, a case for the ap- 
plication of a long-known and well-estab- 
lished principle in social science, and this 
statute simply extends the law to meet this 
new development of commercial progress. 


That language seems pretty well 
tuned to the recent increasing tendency 
on the part of the Federal government 
to attempt regulation of private business 
of all kinds. Mr. Justice Brandeis in 
his dissenting opinion in the Ice Case * 
quoted it to bring out his thought “that 
the conception of a public utility is not 
static.” 


HE Ice Case involved a statute of 

Oklahoma making the manufacture 
of ice a public utility business dependent 
upon a certificate of public convenience. 
The court in an opinion by Mr. Justice 
Sutherland ruled that it was not such a 
business, apparently on the ground that 
the welfare of the state of Oklahoma 
did not depend upon it. Chief Justice 
Pound of New York distinguished the 
Nebbia Case from the Ice Case in part 
on the ground that the welfare of the 
state of New York largely depended up- 
on the milk business whereas the wel- 
fare of the state of Oklahoma did not 
depend upon the ice business. Justice 
Brandeis was of the opinion in the Ice 
Case that the matter of converting a pri- 
vate business into a public one is pri- 
marily for the determination of the state 
legislature, apparently on the theory that 
“the business of supplying to others, for 
compensation, any article or service 
whatsoever, may become a matter of 
public concern.” His minority view in 
that case became the view of the major- 
ity in the Nebbia Case. 

The thought running through Justice 
Brandeis’ dissenting opinion in the Ice 
Case and the manner of its expression 
are similar to that of Justice Roberts’ 
prevailing opinion in the Nebbia Case. 
To illustrate—Justice Brandeis said: 

The notion of a distinct category of busi- 
ness “affected with a public interest” em- 


ploying property “devoted to a public use” 
rests upon historical error. 


While Justice Roberts said: 
It is clear that there is no closed class or 
category of businesses affected with a public 
interest. 


Said Justice Brandeis: 


In my opinion, the true principle is that 
the state’s power extends to every regulation 
of any business reasonably required and ap- 


propriate for the public protection. I find 
in the due process clause no other limitation 
upon the character or the scope of regula- 
tion permissible. 


Said Justice Roberts : 


There can be no doubt that upon proper 
occasion and appropriate measures the 
state may regulate a business in any of its 
aspects, including the prices to be charged 
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for the products or commodities it sells. So 
far as the requirement of due process is 
concerned, and in the absence of other con- 
stitutional restrictions, a state is free to 
adopt whatever economic policy may rea- 
sonably be deemed to promote public wel- 
fare. ; 


Said Justice Brandeis: 


While ordinarily free competition in the 
common callings has been encouraged, the 
public welfare may at other times demand 
that monopolies be created. Upon this prin- 
ciple is based our whole modern practice of 
public utility regulation. 


T is interesting to note that Mr. Jus- 

tice Brandeis in another case con- 
curred in the conclusion that a private 
business may not be regulated into a 
public utility.* He said: 

Consistently with the due process clause 
of the Fourteenth Amendment, a private 
carrier cannot be converted against his will 
into a common carrier by mere legislative 
command. 


It is difficult to reconcile this concur- 
rence by Justice Brandeis with his dis- 
senting opinion in the Ice Case, supra, in 
which he held after an extensive field 
survey that the property of an ice com- 
pany is affected with a public interest 
and therefore subject to regulation for 
the public good. That results, however, 
for all practical purposes in saying that 
such a business is a public utility, and in 
spite of the fact that the owners do not 
hold themselves out to serve the public. 

The liberal publication, “The Nation” 
in its issue of April 13, 1932, editorially 
commented upon the decision in the Ice 
Case, with particular reference to the 
dissenting opinion by Judge Brandeis. 
Said that editorial : 

The fight is on. Forces will be aligned 
behind both Justices Sutherland and Bran- 
deis. Those who believe in a planned econ- 
omy will oppose the mandatory economy 
of the majority opinion. Therefore let us 
hope the next time a name is sent in to the 
United States Senate for appointment to the 
Bench the Judiciary Committee will confront 
the nominee with the Sutherland and Bran- 
deis opinions. 


“The Nation’ must have been con- 
soled by the court’s decision in the Neb- 
bia Case. 


I’ it within the competency of the 
state to fix a compensation which an 
individual may receive for the use of his 
own property in his private business or 
for his services in connection with it? 
It was long believed that a declaration 
by a legislature or by a constitutional 
convention that certain private property 
used for private purposes shall be 
deemed a public institution could not 
rightfully make it so; that private busi- 
ness may not be converted into public 
business by legislative fiat.** Can it be 
held that property loses its private char- 
acter as soon as it becomes generally 
useful ? 

Under the guise of highway regula- 
tion the state of Texas attempted to reg- 
ulate the rates of private truckmen. 
This had the appearance of an attempt 
to circumvent a previous decision of the 
Supreme Court that a private business 
may not be made a public utility,*” and 
indirectly to call a private carrier a com- 
mon carrier. If the state may accom- 
plish indirectly what the Constitution 
prohibits it from accomplishing directly 
the idea of the protection of private 
property by the Constitution is a mean- 
ingless gesture. 

We know that the state may take pri- 
vate property for public uses by paying 
just compensation therefor. It may tax 
private property for the support of gov- 
ernment in such a manner as to take the 
property. It may control the use of 
such property to protect the rights of 
others. All legislation for these pur- 
poses constitutes a legitimate exercise of 
the state’s police power. There is no 
end of such legitimate power, the object 
of which is peace, safety, and health of 
the community. All businesses are 
properly subject to some measure of 
public regulation.** Nio regulation at all 
would be very bad. On the other hand, 
it may develop that too much regulation 
is even worse. 


s stated by Mr. Justice Roberts. in 
the Nebbia Case, no business has 

been so thoroughly regimented and reg- 
ulated by the state of New York as the 
milk industry. It was regulated as early 
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as 1862, fifteen years before the date of 
the decision in Munn v. Illinois. This 
early regulation was in the interest of 
public health. Since that date it has 
been progressively regulated for a like 
purpose. Quarantines have been im- 
posed against bovine tuberculosis; ex- 
aminations have been required to pre- 
vent Bangs disease; the conditions and 
surroundings of barns and other farms 
buildings have been regulated ; all in the 
interest of public health. In 1933 the 
Agriculture and Markets Law was 
amended in such a way as to regulate 
the prices for milk. This was the first 
attempt of the state to regulate prices in 
that industry. 

New Jersey, Pennsylvania, Virginia, 
and Washington have passed laws regu- 
lating the price of milk. Such laws 
have been declared constitutional in 
New Jersey and Virginia.“ The omni- 
bus act of Washington which undertook 
the regulation of all agricultural prod- 
ucts was held defective by the state su- 
preme court.** The court stated, how- 
ever, that an act similar to the Milk 
Control Act of New York would be con- 
stitutional, even though it declared milk 
in Washington state to be not a basic 
commodity. 


Neg same court passing upon anoth- 
er phase of the same statute, how- 
ever, “doubted if the fixing of prices for 
melons would be a reasonable exercise 
of police power.” 


Thus it is clear that the New Jersey, 
Virginia, and Washington courts have fol- 
lowed the authority of the Nebbia Case in 
applying the test of reasonableness to the ex- 
tension of police power for the regulation of 
the milk business.4% 


Some of the Canadian provinces are 
regulating the production and sale of 
milk not merely as an industry affected 
with a public interest but actually as a 
public utility. 

The Supreme Court held that the 
milk industry is not a public utility. 
But of what importance is the differen- 
tiation between a public utility and an- 
other type of business affected with a 
public interest? The sole question 


seems to be in such cases, when is price 
regulation arbitrary? The same test is 
applied to determine the lawfulness of 
prescribed public utility rates. 

State legislation to regulate the price 
of milk may have surprised Dr. Clyde 
L. King, one time Chief of the Dairy 
Section of the Agricultural Adjustment 
Administration, who stated a number of 
years ago on the subject of milk prices 
that they cannot constitutionally be fixed 
by statute or commission since the busi- 
ness is a strictly private industry. 


pores the Nebbia Case other is- 
sues have gone to the. Supreme 
Court dealing with the reasonableness 
of administrative orders issued by the 
New York Milk Control Board. The 
court held that one who complains that 
regulations of the board are unreason- 
able should first seek relief before the 
board itself for modification of such reg- 
ulations before bringing suit.* The 
court also held that New York cannot 
discriminate against milk from other 
states where a price lower than the re- 
quired minimum was paid for it on the 
theory that this would be a burden on 
interstate commerce.*® The court has 
likewise held that fixing a price differen- 
tial under the New York Milk Control 
Act in favor of independent dealers and 
against dealers having a well advertised 
trade name is a valid exercise of state 
power.** In another case the court held 
that a differential in the price of milk 
fixed under the New York Milk Control 
Act and upheld as in favor of inde- 
pendent dealers engaged in the business 
prior to the date of the act, cannot con- 
stitutionally be denied to like dealers en- 
tering the business subsequent thereto.” 


N Maine the legislature provided for 

a bonding of milk dealers and the 
state supreme court in the Old Tavern 
Case ** refused to apply the Nebbia de- 
cision. It adhered to its much earlier 
decision in the Latham Case, which 
twenty years before had held uncon- 
stitutional a statute requiring milk deal- 
ers to pay the producers semimonthly 
or be subject to fine. The Maine court 
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held that the purpose of the statute was 
to give the milk producers an advantage 
in the collection of bills not granted to 
dealers in other products, and that the 
act was not to promote the public health, 
hence that the law amounted to class leg- 
islation. 

Judge Pound of the New York Court 
of Appeals criticized the Latham deci- 
sion in the Perretta decision. Con- 
cerning the Old Tavern Case it has been 
questioned whether in 1935, twenty 
years after the Latham opinion, the 
court should have stood by that prec- 
edent on the doctrine of stare decisis, 
or whether in the light of the Perretta 
and Nebbia cases it should have con- 
sidered that the milk business in Maine 
had become of such vital and peculiar in- 
terest to the public that it would be rea- 
sonable to require security from dealers 
in that commodity. 


. iP exercise of the police power 
over matters of health is very dif- 
ferent as to constitutionality from the 
power to fix prices. It is evident that 
in all of these matters compensation to 
the owner for the use of property or 
for the owner’s services in connection 
with it has not been of any importance 
in the past, nor has it had any influence 
in establishing such regulation. Police 
power regulations for these purposes 
were independent of the compensation 
for property used. It has been consid- 
ered that authority to regulate the con- 
duct of a business came from a branch 
of the police power distinct from the 
power to fix prices.®* 

On the other hand, it is urged with 
considerable logic that the law must ad- 
just itself to changing conditions. Judge 
Pound of New York defined the police 
power as “a dynamic agency, vague and 
undefined in scope, which takes private 
property or limits its use when great 
public needs require, uncontrolled by the 
constitutional requirements of due proc- 
ee 
Justice Roberts took the position in 
the Nebbia Case that if an industry is 
subject to any legislative regulation it 
is subject to legislative regulation touch- 


ing prices. He said: * 


The thought seems nevertheless to have 
persisted that there is something peculiarly 
sacrosanct about the price one may charge 
for what he makes or sells, and that, how- 
ever able to regulate other elements of man- 
ufacture or trade, with incidental effect 
on price, the state is incapable of di 
controlling the price itself. 


This thought of Justice Roberts’ that 
the right to regulate for any purpose 
carries with it the right to regulate for 
all purposes has not been the view of 
either state courts or the Supreme Court. 

Said the supreme judicial court of 
Massachusetts : ®® 

The circumstance that a business is af- 


fected with a public interest does not make 
7 possible every legislative regulation. 


Instances of the establishment of prices by 
public authority in connection with any busi- 
ness except that of common carriers and 
those requiring use of the public ways, al- 
though affected with a public interest, are 
not common. 


Referring to the legislative power to 
regulate prices the Supreme Court said 
in the theater ticket case that such pow- 
er is not only a more definite and serious 
invasion of the rights of property and 
the freedom of contract but that its ex- 
ercise cannot be justified by circum- 
stances which might justify legislative 
regulation of the manner in which a 
business shall be carried on. 


usTICE Roberts’ conclusion that the 

legislative right to regulate is all-in- 
clusive has appeared in some of the dis- 
senting opinions and the prevailing opin- 
ion in the Insurance Case,™ in which the 
court probably went further to sustain 
price-fixing legislation than in any other 
case. It involved the fixing of prices in 
private contracts of insurance, which are 
the subject of private negotiation and 
agreement. 

Justice Lamar, however, pointed out 
in his dissenting opinion in the Insur- 
ance Case: 

If, as seems to be implied, the fact that 

a business may be regulated is to be the test 

of the power to fix rates, it would follow, 

since all can be regulated, the price charged 
by all can be regulated. 


521 





PUBLIC UTILITIES FORTNIGHTLY 


He also pointed out that if the power 
to regulate is as extensive as decided in 
that case it follows that “citizens hold 
their property and contract rights as a 
favor from the legislature rather than 
as a constitutional guaranty.” He men- 
tioned a distinction between a public in- 
terest justifying regulation for certain 
purposes and a public use justifying 
price fixing.** The supreme courts of 
Kansas ® and Maine have recognized 
the same distinction. Said the Maine 
court in an eminent domain case : © 

Property devoted to a public use, when, 

and only when . all the public - a 

right to demand and share in. ‘ In 

a broad sense it is the right in the public to 

——— use, and not to an incidental ben- 

efit. 


4 Qe court of appeals of New York 
upheld the constitutionality of the 
Milk Control law partially on the theory 
that the statute was an emergency meas- 
ure! Apparently the only record of 


an emergency in the dairy industry in 
particular was contained in the report of 


a legislative committee. Chief Justice 
Pound of the New York court admitted 
that doubtless the challenged regulation 
would have been condemned by an ear- 
lier generation as interference with the 
rights of property and contract. Wheth- 
er the law was upheld by the Supreme 
Court because of emergency or because 
the business is affected with a public 
interest is not entirely clear. Certainly 
the court placed greater emphasis upon 
the public interest theory. 

In a more recent case Justice Suther- 
land wrote a concurring opinion in 
agreement with Justices Van Deventer, 
McReynolds, and Butler, in which he 
referred to the Minnesota Moratorium 
Case,® and said: ® 

We were unable then, as we are now, to 
concur in the view that an emergency can 
ever justify, or, what is really the same 
thing, can ever furnish an occasion for jus- 
tifying, a nullification of the constitutional 
restriction upon state power in respect of the 
impairment of contractual obligations. 

We do not possess the benevolent power to 

compare and contrast infringements of the 

Constitution and condemn them when they 

are long-lived or great or unqualified, and 


condone them when they are temporary or 
small or conditioned. 


HE language of the majority opin- 

ion in the Moratorium Case indi- 
cates a present trend of judicial decision 
toward recognition of an economic the- 
ory that private contract rights should 
yield to an increasing extent to general 
public welfare. Said Justice Hughes in 
that case: 

Where, in earlier days, it was thought that 
only the concerns of individuals or of classes 
were involved, and that those of the state 
itself were touched only remotely, it has 
later been found that the fundamental in- 
terests of the state are directly affected; 
and that the question is no longer merely 
that of one party to a contract as against 
another, but of the use of reasonable means 
to safeguard the economic structure upon 
which the good of all depends. 


On the other hand, the supreme court 
of Florida ruled in March of this 
year that a statute of the state of 
Florida which provides for the regu- 
lation and control of the barber industry 
(Laws 1935, Chap. 16799) is unconsti- 
tutional in so far as it provides in § 12 
for the establishment of minimum prices 
by the Board of Barber Examiners. The 
court said : 

Neither the Federal nor state governments 
may impose any arbitrary or unreasonable 
restraint on the freedom of contract. z 
Included in the right of personal liberty and 
and the right to private property is the right 
to make contracts for the acquisition of 
property. Chief among such contracts is 
that of personal employment by which labor 
and other services are exchanged for money 
or other forms of property. If that right be 
stricken down or arbitrarily interfered with 
there is a substantial impairment of liberty 
in the long-established constitutional sense. 


RE the rights in all private property 
which has not been dedicated to a 
public use, and not enjoying governmen- 
tal concession or privilege, to be left de- 
pendent upon the will of a legislature 
with no more restraint than that which 
applies to the regulation of public utility 
property? Such may seem to follow 
from the language of some of the opin 
ions. Justice Story once stated: 


That government can scarcely be deemed 
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to be free where the rights of property are 
left solely dependent upon the will of a leg- 
islative body without any restraint. 


This idea of legislative regulation of 
prices might come as a distinct shock to 
the shoe man or the druggist who has 
no difficulty in understanding regulation 
of the rates of the industries which the 
state has named as public utilities. He 


believes that the government lacks pow- 
er to tell him what he shall charge for 
his goods or to whom he shall sell. 


AN the American farm be regulated 
C either as a public utility or because 
it is affected with a public interest? 
The answer is probably “No” as to the 
Federal government by virtue of the 
decision of the Supreme Court in the 
Agricultural Adjustment Administra- 
tion Case. The act involved, which was 
declared invalid by the Supreme Court, 
contemplated a new conception of agri- 
cultural economy by placing the farm in 
the category of a public utility. In at- 
tempted the regulation and curtailment 
of crops, provided the farmer wished to 
enter into a contract therefor, in order 
to obtain cash benefits. If he did so he 
agreed to forego his own judgment as 
to the amount of any commodity which 
he should raise. The regulation was 
claimed to be voluntary by its authors 
but the court held to the contrary, stat- 
ing : % 

At best it is a scheme for purchasing with 


Federal funds submission to Federal regula- 
tion of a subject reserved to the states. 


If milk, one of the products of the 
farm is affected with a public interest, 
why then is not the farm itself so af- 
fected? The American farmer may be 
well on his way toward becoming the 
operator of a public utility or of prop- 
erty so “affected by a public interest” 
that all of his products may be regulated 
as to price by the state. Many other 
forms of regulation common to public 
utilities may be forced upon him. 
Would it be humanly possible to regu- 
late the farms and farmers of the nation 
as the states regulate utilities? To ask 
the question is to answer it in the nega- 
tive, as a matter of practical administra- 


tion. The Milk Control Act of New 
York was claimed to be in the interest 
of the farmer, who for analogy we may 
class as the public utility. May we con- 
sider this as a precedent to save a rec- 
ognized public utility in distress if the 
service is essential to the public? The 
history of utility regulation has not so 
indicated. 


HEN the government fixes rates for 

commodities in a measure it affects 
the ability of an industry to earn a fair 
return. The courts have declared many 
times that a public utility is entitled to 
earn not less than a fair return on the 
fair value of its property devoted to the 
public service. We have seen that un- 
der the present law there is no essential 
difference between a public utility and 
any other business “affected with a pub- 
lic interest,” which means any business 
the legislature may select by a statute 
not arbitrary nor capricious. Why then 
should not the rates prescribed for any 
business “affected with a public inter- 
est” meet the test of constitutionality as 
do the prescribed rates of a public util- 
ity? 

The regulation with which we have 
been most familiar has been for the 
avowed purpose of rate reductions in the 
interest of the consumers or customers. 
If prices of milk and other farm prod- 
ucts should at some time be reduced by 
law what then would be the reaction of 
the farmers? Would they claim the con- 
stitutional right to prices which would 
produce not less than a fair return on 
fair value? How that right could be 
denied is difficult to understand. 

Over a period of years it may develop 
that the producers of milk or any other 
article of trade might be more favored 
by adherence to their constitutional 
rights of freedom of contract with re- 
spect to prices, rather than by acqui- 
escence in a government-planned econ- 
omy and control creating for them a 
public utility status. 


€¢ PLANNED economy” as applied to 
one industry naturally leads to a 
“planned economy” for other industries 
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until it covers the full scope of our in- 
dustrial life based upon the underlying 
theory that all business property is af- 
fected with a public interest. From that 
it would naturally follow that the same 
economic principles and the same eco- 
nomic controls would apply to each eco- 
nomic field. The same fundamental 
principles of regulation which today ap- 
ply to any one recognized public utility 
apply to all such utilities. 

In the event of a planned economy 
for all industry which undertakes to reg- 
ulate commodity prices, should not pre- 
scribed rates contemplate a fair return 
to the owners of regulated business of 
every kind? This is a question which 
should be considered carefully by those 
who favor a greatly broadened field of 
regulation over private property. Ulti- 
mately, of course, the question will be 
one for the courts. 


HE Packers and Stockyards Act of 

1921 relates in part to rates and 
charges of the stockyards under the ju- 
risdiction of the Secretary of Agricul- 
ture. Attempts have been made by va- 
rious secretaries of agriculture to regu- 
late such rates, but until recently without 
signal success, and at very great cost. 
The stockyards have not been called 
public utilities but such a label was un- 
necessary. According to the act the 
yards are “clothed with a public inter- 
est” and thus rate regulation results. 
Secretary Jardine pointed out in the St. 
Paul Union Stockyards inquiry that the 
Stockyards Act does not require that 
rates shall be established upon the fair 
value theory and that such a theory is 
not reasonably applicable to the busi- 
ness. On the other hand the argument 
is unassailable that if the fair value rule 
be the law of the land as to gas rates, 
and it is, then it should be the law of 
the land as to stockyards, on the theory 
that from the standpoint of regulation 
there is no essential difference between a 
gas company and a stockyard or any 
other business affected with a public in- 
terest. This is not an argument for the 
fair value rule. The same would be true 
if the prudent investment theory for 


rates were the law of the land, which it 
is not. The contention that rates of dif- 
ferent industries all affected with a pub- 
lic interest should be established upon 
different theories of value or cost or any 
other factor is not persuasive. Rather 
it seems to me that any impracticability 
of the fair value rule as to certain indus- 
tries indicates that such industries are 
not properly subject to price control. 

In the latest case involving stock- 
yard rates the Secretary of Agriculture 
made elaborate findings relative to the 
value of the stockyard’s property, 
revenues, expenses, and other matters 
pertinent to the inquiry. He examined 
the books of the stockyard and conduct- 
ed hearings as though the stockyards 
were a public utility. The resulting 
rates were challenged as confiscatory. 
The court considered the factors which 
enter into a rate case of any public util- 
ity, namely, value of land, value of 
structure, going concern value, operat- 
ing expense, and income, and sustained 
the prescribed rates. The majorit 
adhered to the rule of Smyth v. Ames ® 
as to the fair value rule in the fixing of 
a rate base. This clearly indicates the 
lack of any distinction from the stand- 
point of rate regulation or price fixing 
between a public utility and any other 
business “affected with a public inter- 
est.” 


EGULATION of public utilities today 
with its resulting rate cases is de- 
clared by many to be a failure. This 
idea is most strongly asserted by those 
who insist upon the extension of regula- 
tion to business in general. They argue 
that the next step as to utilities in the 
interest of public welfare is government 
ownership. 

There is a school of thought which 
for purposes of public ownership con- 
sideration draws a sharp distinction be- 
tween public utilities and other indus- 
tries. But if as we have seen there is 
now no recognized distinction between 
a public utility and any other industry 
affected with a public interest as far as 
the right of the state to regulate is con- 
cerned, why logically is there any dis- 
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tinction from the standpoint of complete 
socialization. If utilities are featured 
by characteristics which make them 
properly subject to government owner- 
ship it must be because they are affected 
with a public interest and have the op- 
portunity and ability to dominate the 
people who use them. By the same rea- 
soning it follows that large and broadly 
patronized business enterprises of every 
other kind being affected with a public 
interest, as any legislature may find at 
any time, may likewise have opportunity 
and ability to dominate their patrons 
and the public generally, and should be 
publicly owned and operated. 

If the government should own and 
operate the railroads or any other utility 
it would immediately deal with business 
concerns which manufacture and sell the 
necessary supplies to the transportation 
or utility business. If it is logical for 
the government to own the railroads or 
any other utility it is equally logical for 
it to own mines, forests, steel mills, lum- 
ber mills, and all the other enterprises 
which now sell to the railroads and util- 
ities. 


ot advocates of government own- 
ership assert that it does not follow 
that the government should own the 
sources of supply if it owns the utili- 
ties.6 Assuming that the purpose of 
government ownership is to reduce the 
rates charged for utility service, is it not 
as reasonable to suppose that it might 
likewise reduce the prices for the sup- 
plies and thereby still further assist the 
customers of the utilities? 

Certain advocates of government 
ownership urge that the operation of 
utilities is a governmental function and 
that so long as private companies per- 
form such functions they act in the na- 
ture of agents of government. The 
fundamental distinction between public 
utility and private business is no longer 
determined by the use of the streets, nor 
by the feature of monopoly, nor by the 
duty to serve all without discrimination. 
It follows that if the public utilities as 
we have recognized them in the past are 
agents of government, so are many oth- 


er business enterprises heretofore con- 
sidered private. 


HE notion that public utilities are 
public enterprises because they per- 
form governmental functions is a “pure 
modern invention without the slightest 
support in history, law, or common 
sense,” said Thomas F. Woodlock.” 
On the other hand, if the will of the 
people determines the function of gov- 
ernment, it follows that governmental 
functions differ with the difference of 
fundamental laws of various countries. 
We have not arrived at the conclusion in 
this country that the furnishing of util- 
ity service is a governmental function. 
This is borne out by a recent decision 
of the Supreme Court™ in an income 
tax case, in which the question present- 
ed was whether the compensation of the 
board of trustees of the Boston Elevat- 
ed Railway Company is constitutionally 
exempt from the imposition of a Fed- 
eral income tax. The court said: 

The state, with its own conception of pub- 
lic advantage, is undertaking a business en- 
terprise of a sort that is normally within the 
reach of the Federal taxing power and is dis- 
tinct from the usual governmental functions. 


Mr. Justice Heffernan of the appellate 
division of the New York Supreme 
Court, referring to the Panama Rail- 
road Company, which is controlled by 
the government through stock owner- 
ship, said : ™ 

The operation of steamships, railroads, 
stores, hotels, or dairies has not the slightest 
relationship to any governmental function. 

Common sense compels the conclusion that 

such activities are intrinsically, traditional- 

ly, and historically of a commercial and pro- 
prietary nature. 


oie Rt. Rev. John A. Ryan, D. D., 
although asserting the failure of 
state regulation of public utilities, never- 
theless advocates some degree of gov- 
ernmental regulation over “the vast ma- 
jority of industries” to take the form 
of a revised and amplified National In- 
dustrial Recovery Act.% Passing over 
the question of the success or failure 
of state regulation of utilities as out- 
side the scope and purpose of this paper, 
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it is pertinent here to say that if regu- 
lation of utilities has failed the regula- 
tion of industry in general must fail for 
the same reasons and in a far greater 
degree. 

Moreover, any control and supervi- 
sion of industry by the government sim- 
ilar to that provided for in the National 
Industrial Recovery Act, declared void 
by the Supreme Court, and which in 
the opinion of some people would have 
brought this country near to fascism, 
would seem doomed at its inception. 


Nn Russia there appears to be no dis- 

tinction between business affected 
with a public interest and other business 
ordinarily private, inasmuch as_ the 
Soviet Government owns and operates 
all business. The rates for the services 
of public utilities in Russia are very 
largely matters of the ability of individ- 
uals to pay. The public service commis- 
sion of the state of Wisconsin seemed to 
favor this idea not long ago when it an- 
nounced its value of service theory, its 
thought being that a lessened ability to 
pay lessens the value of service.” 

The Soviet patron or consumer living 
in an assigned apartment finds that the 
so-called utility services come to him 
with his housing. The Soviet Govern- 
ment looks upon the whole question of a 
return on property from the standpoint 
of averages. Apparently it is impossible 
to determine accurately which of the 
businesses, including the utilities of the 
country, are paying their way and which 
are being carried along bv other enter- 
prises. Our American system, created, 
fostered, and strengthened by individual 
initiative and the hope of reward has 
called upon every business to stand upon 
its own feet and under its own manage- 
ment and control. Are we likely to 
adopt anything similar to the Russian 
communistic system of governmental 
planned economy or even the fascist sys- 
tem of regulation of private property? 


M* eminent business leaders sin- 
cerely feel that it is possible to 
work out a system for the regulation of 
industry by the industries themselves 


which would be far more efficient than 
any system of governmental regulation, 
They believe that they are as moral and 
as efficient as are government officials 
and that their knowledge and experience 
in their individual lines of enterprise 
particularly fit them for this type of in- 
ternal regulation. Naturally this idea is 
strongly opposed by those who advocate 
governmental regulation of all business, 
and to a certain extent by a third group 
who advocate that business should be 
allowed to go its own way without either 
internal or external regulation, guided 
only by the law of competition. 
Governmental regulation of rates or 
prices within any great industry tends 
to eliminate the factor of competition. 
The competitive system has worked well 
in the United States. There are many 
who believe we should guard the best 
features of it. It has been said: 
Barring competition is only a way of 
bringing in price fixing, and price fixing 
is not only the refuge of the incapable man 
but also a stone wall across the path of 
progress. 


R’= of public companies have been 
regulated by statute, both state and 
Federal, for many years, and properly 
so. The challenge of private ownership 
in utilities against public regulation to- 
day deals solely with the question of the 
reasonableness of the regulation and not 
with the question of the right of govern- 
ment to regulate. In such cases the 
court seeks to ascertain whether such 
regulation has been arbitrary. A find- 
ing that it has been arbitrary is the 
ground for holding that the regulation is 
violative of due process under the Fifth 
or Fourteenth Amendment, as the case 
may be. That is exactly the test which 
the Supreme Court has said shall be ap- 
plied to a governmental act attempting 
to regulate rates and prices of any other 
private business which a law-making 
body, state or Federal, may have con- 
cluded needs regulation in the interest 
of public welfare. 

Assuming without admitting that 
regulation of prices of industry general- 
ly might meet the test of constitutional- 
ity under statutes themselves not arbi- 
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trary nor capricious, the regulatory or- 
ders of the many resulting commissions 
and bureaus would still be called upon 
to meet that test. The result would be 
enlarged government payrolls to the 
extent of numberless administrators, 
lawyers, accountants, engineers, special- 
ists, functionaries, and experts in every 
line of business thus sought to be reg- 
ulated. 


I’ such unprecedented and far-reach- 
ing increase of regulatory power 


| were given to a large number of newly 


created tribunals, arbitrary action on 
their part should not surprise us. Its 
avoidance might depend on the degree 
to which such commissions would heed 
the warning of the Supreme Court giv- 
en in March of this year, that “Arbi- 
trary power and the rule of the Consti- 
tution cannot both exist. They are 
antagonistic and incompatible forces; 
and one or the other must of necessity 
perish whenever they are brought into 
conflict.” 7 

Findings of an administrative tribunal 
are not conclusive in cases involving the 
regulation of rates. Chief Justice 
Hughes on April 27th of this year 
warned regulatory agencies that their 
acts become subject to review by the 
courts both as to facts and conclusions 
of law when the issues of constitutional 
rights of liberty and property are in- 
volved.78 

Said the Chief Justice: 

Legislative agencies, with varying qualifi- 
cations, work in a field peculiarly exposed to 
political demands. Some may be expert and 
impartial, others subservient. It is not 
difficult for them to observe the require- 
ments of law in giving a hearing and receiv- 
ing evidence. But to say that their findings 
of fact may be made conclusive where consti- 
tutional rights of liberty and property are 
involved is to place those rights at 
the mercy of administrative officials. 

That prospect, with our multiplication of 
administrative agencies, is not one to be 
lightly regarded. 


pS genet stating agreement or dis- 
agreement in principle perhaps 
many of us have admiration for the 
dissenting opinion of Mr. Justice 
Holmes in Tyson v. Banton.” It is 


527 





scholarly, brief, and to the point. In the 
matter of power of legislatures to act in 
the interest of public welfare, Justice 
Holmes boldly referred to such terms as 
“the police power” and “dedicated to a 
public use” as convenient expressions of 
needless apology for legislative power. 
He frankly stated that he did not believe 
in such apologies and that “a state legis- 
lature can do whatever it sees fit to do 
unless it is restrained by some expressed 
prohibition in the Constitution of the 
United States or of the state.” Concern- 
ing this much discussed phrase “clothed 
with a public interest” Justice Holmes 
characterized it as a “fiction intended to 
beautify what is disagreeable to the suf- 
ferers.” His thought was that a change 
in public opinion justifies legislative acts 
in conformity therewith and that the law 
should keep in step with the wishes of 
the people. 


TTEMPTS at governmental regulation, 
both state and Federal, over pri- 
vate property and private business enter- 
prises of every kind are increasing to 
such an extent that if continued may 
alter our whole business structure. The 
change which is rapidly going on is very 
important whether we conclude that it is 
detrimental and destructive or bene- 
ficial and helpful. The important point 
for consideration by the citizens of the 
country is that the change is radical and 
demands an immediate determination 
whether or not we shall attempt to re- 
sist it or shall go along with it and en- 
deavor to like it. If we are prepared 
arid desire to give up all individualism 
and initiative in business, which has giv- 
en the United States a dominant position 
in industry, then we are on the right 
track toward that end. 

In this period of a rapidly changing 
conception of public welfare, such a 
radical and fundamental change may be 
the desire of the people. I do not know 
and it is not the function of this paper to 
prophesy. We are concerned here more 
particularly with the legal aspects of 
some of these changes under the law 
as it stands today. As Mr. Justice 
Holmes said: ® 
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The truth seems to me to be that, subject 
to compensation when compensation is due, 
the legislature may forbid or restrict any 
business when it has a sufficient force of 
public opinion behind it. 


If American business still treasures a 


reasonable degree of freedom of man. 
agement which it formerly had consi¢- 
ered safe under constitutional guaranty, 
its determination must be to fight to re. 
tain a public opinion favorable to that 
end, and the time is now. 


e 
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The Administration of the Public Utility 
Holding Company Act of 1935 


By ROBERT E. HEALY* 


[ is the purpose of this paper to give 
as clear a picture as possible of the 
actual problems with which the Securi- 
ties and Exchange Commission is con- 
fronted in its task of administering 
the Public Utility Holding Company 
Act of 1935 and the manner in which 
it is dealing with these problems. With 
the merits of the legislation I do not 
propose to deal, nor can I enter into 
a discussion of the constitutionality of 
the act, which is now being litigated. 
The Public Utility Holding Company 
Act of 1935 became law on August 
26th of that year. It constitutes Title 
I of the Public Utility Act of 1935. 
Title II consists of amendments of the 


*Member of the Securities and Exchange 
Commission. 


Federal Water Power Act, designed 
primarily to expand the jurisdiction of 
the Federal Power Commission with 
respect to electric utilities selling cur- 
rent at wholesale in interstate com- 
merce. My discussion will be confined 
to Title I, which is administered by the 
Securities and Exchange Commission. 
The statistics which I will give you are 
as of approximately August 15th. 

In general, the Holding Company 
Act provides for registration with the 
Securities and Exchange Commission 
of gas and electric utility holding com- 
panies. It has no reference to tele- 
phone, railroad, or industrial holding 
companies as such. After a holding 
company is registered, it is subject to 
a number of statutory provisions and 
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also to general rules and regulations or 
specific orders of the commission with 
respect to a variety of aspects of its 
business which I will discuss in some 
detail as I describe the commission’s 
administrative work. 

The act called for registration of 
holding companies not later than De- 
cember 1, 1935. The commission is, 
however, directed to exempt holding 
companies of certain specified types 
from the provisions of the act. The 
first task with which we were faced 
last autumn was, therefore, setting up 
machinery for registration of holding 
companies and for the exemption of 
those which were entitled to it. 


HE statute authorizes a provisional 

form of registration to be effected 
merely by filing with the commission a 
notification of registration. This need 
not contain the more detailed informa- 
tion which may be required later. The 
form which we adopted permitted com- 
panies to register by filing a simple 
statement including little more than a 


corporate chart, a schedule of securi- 
ties outstanding, the names of officers 
and directors, and maps showing the 
territories served. 

The procedure for obtaining exemp- 
tions of holding companies was made 


as simple as possible. The commission 
is directed to exempt certain companies 
which are “predominantly” intrastate 
not receiving a “material part” of their 
income from extrastate subsidiaries; 
which are “predominantly” operating 
public utility companies whose opera- 
tions as such do not extend beyond the 
state of organization and contiguous 
states; which are “only incidentally 
holding companies” being “primarily 
engaged or interested” in other busi- 
ness; which are only “temporarily” 
holding companies; or which have only 
foreign subsidiaries. 

The act provides that such exemp- 
tions shall be granted either by rules 
or regulations upon the commission’s 
own motion, or by order upon applica- 
tion from the company concerned. We 
have exempted by rule intrastate hold- 


ing companies and those which qualify 
for exemption by reason of being pre- 
dominantly operating companies. In 
the other cases, however, except for a 
temporary exemption granted at the 
start to all such companies coming 
within the statutory language, it has 
seemed preferable to proceed by spe- 
cific orders so that each company may 
know exactly where it stands. Fur- 
thermore, an intrastate holding com- 
pany or an operating company, which 
may be in doubt as to whether it comes 
within the appropriate exemptive rule, 
may obtain a determination of its status 
by applying for a specific exemption by 
order. 


HE information required in an 

application for exemption of a 
holding company is extremely elastic. 
We adopted rules specifying the infor- 
mation which we thought relevant in 
the ordinary situation, but we left it 
up to the applicant to omit any infor- 
mation which it might deem irrelevant 
in a particular case, reserving the right 
on the part of the commission to call 
for any further information that might 
be necessary. 

Several interesting problems are pre- 
sented by these applications for exemp- 
tion, especially in cases where a com- 
pany’s activities as a public utility hold- 
ing company are of substantial propor- 
tions when considered separately, but 
small in comparison to its industrial 
activities. The act provides that the 
commission shall grant exemptions to 
companies coming within the statutory 
provisions “unless and except in so far 
as it finds the exemption detrimental to 
the public interest or the interest of in- 
vestors and consumers.” In the appli- 
cations so far granted the commission 
has not found it necessary to invoke 
this power to limit the exemption other- 
wise than with respect to procedural 
matters such as requiring periodic re- 
ports from an applicant which has been 
exempted on the ground that it was 
only temporarily a holding company. 
It has not yet been determined whether 
the commission will impose more sub- 
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stantial restrictions with respect to 
some of the applications still pending. 

In addition to exemptions of hold- 
ing companies as such, the commission 
has power to exclude from that cate- 
gory companies which, although com- 
ing within the statutory definition of a 
holding company, do not in fact exert 
the type of control which the statute 
contemplates. 


be statute defines a holding com- 
pany as any company which, di- 
rectly or indirectly, owns, controls, or 
holds with power to vote 10 per cent 
or more of the outstanding voting se- 
curities of a public utility company 
(that is, of an electric company or a 
company distributing gas at retail), It 
is provided, however, that the commis- 
sion may declare a company not to be 
a holding company if in fact it does 
not control any public utility although 
it holds a 10 per cent interest ; and, con- 
versely, the commission is empowered 
to determine a company to be a hold- 
ing company if it actually exercises 
control with a holding of less than 10 
per cent of the voting power. The de- 
termination of what is a subsidiary 
company represents a parallel problem. 
The act defines a subsidiary as a com- 
pany of which 10 per cent or more of 
the outstanding voting securities are 
owned, controlled, or held with power 
to vote by the holding company in 
question, and provides, on the one hand, 
for exclusion from the category of 
subsidiary of any company which the 
commission shall find not to be con- 
trolled in spite of a 10 per cent interest 
and, on the other hand, for the inclu- 
sion of companies which are actually 
controlled by a smaller holding. 
Another type of exemptive power 
granted the commission is that of ex- 
cluding companies from the category 
of gas or electric utilities if they are 
primarily engaged in some other busi- 
ness and sell merely a limited amount 
of electric energy or gas. If such a 
company is not an electric or gas util- 
ity, its parent company will not be a 
holding company for purposes of the 


act. Many industrial companies have 
subsidiaries which own their generating 
stations. Likewise it often happens that 
a company in a gas pipe-line system 
will sell a small amount of gas at re- 
tail. The commission has obviated the 
necessity for passing on a number of 
applications in such cases by rules de- 
claring certain companies not to be 
electric or gas utilities if they sell less 
than $100,000 per year of electric en- 
ergy or gas and are primarily engaged 
in some other business. 


N all, 375 applications were received 

for exemption of holding companies 
and for orders declaring companies 
not to be holding companies or sub- 
sidiaries of holding companies or de- 
claring companies not to be electric or 
gas utilities. The act provides that ap- 
plications for such orders shall, if filed 
in good faith, be automatically effective 
until the commission has acted upon 
them. This provision enabled the com- 
mission to take the time necessary to 
examine applications without subject- 
ing the applicants in the meanwhile to 
regulations from which they might be 
entitled to immunity. Some 65 of these 
have been granted. One hundred twen- 
ty-four have been withdrawn, in most 
cases because the applicant was satis- 
fied that a rule of the commission suf- 
ficiently clarified its status or that the 
application was filed under a misappre- 
hension as to the meaning of the act. 
The remainder are still pending. 

Sixty-five holding companies are 
now registered, including a number of 
subholding companies of registered 
systems. Most of the major systems 
have declined to register and have 
brought suits to test the constitutional- 
ity of the act. The government is also 
seeking an injunction against one com- 
pany in proceedings which it hopes to 
make a test case to determine the con- 
stitutional issue. It has been an- 
nounced that, pending the determina- 
tion of constitutionality, the govern- 
ment will not invoke criminal sanctions 
against those who have failed to reg- 
ister. There are four or five systems 
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of substantial importance which have 
come under our jurisdiction. We 
have, therefore, obtained a fair cross- 
section of experience in the type of 
problems attendant upon administra- 
tion of the act. The codperation which 
we have received from the holding 
companies which have registered has 
been an extremely important factor in 
enabling us to approach these prob- 
lems with some understanding, and I 
think I may say with reasonable suc- 
cess. I do not wish to imply, however, 
that failure to register on the part of 
most members of the industry has 
meant complete absence of codpera- 
tion. From the start it has been our 
policy to seek the advice and assistance 
of representatives of the industry, re- 
gardless of whether their companies 
were registered or not. A number of 
our rules and regulations have been 
submitted for comment to a committee 
composed of executives of the major 
companies, and their codperation has 
been extremely helpful. Furthermore, 
some of the unregistered holding com- 


pany systems have made an effort to 
adjust their practices in many respects 
to comply with our regulations in order 
to give them a fair trial. 


T this point I think it may be help- 
ful to describe to you the organ- 
ization of that part of the commission’s 
staff which is charged with the admin- 
istration of the Holding Company Act. 
Those who give virtually full time to 
matters arising under the act as dis- 
tinct from the Securities Act of 1933 
and the Securities Exchange Act of 
1934 include some eighty-nine mem- 
bers of the staff. These include some 
twenty-two on the clerical staff, re- 
cruited from the ranks of the Civil 
Service, and about sixty-seven financial 
analysts, accountants, engineers, and 
lawyers, chosen on a basis of experi- 
ence and qualifications as experts. 
Before the act: became law, the com- 
mission had begun to make plans for 
handling the task of administration. 
The then existing personnel of the com- 
mission was carefully examined for in- 


dividuals whose experience would qual- 
ify them for the new duties which the 
commission was to assume. A skele. 
ton staff was organized from this 
group and promptly after passage of 
the act they were transferred from 
other parts of the commission to what 
has since become the public utilities di- 
vision. Most of the personnel were, 
however, selected from outside sources, 

The engineers, financial analysts, and 
accountants comprising our staff of 
experts have had practical experience 
in connection with the organization, 
operation, construction, financing, and 
accounting of public utility enterprises, 
These include men who are acquainted 
with the operating conditions in every 
part of the country. Several of them 
have also had experience in foreign 
countries. The senior members of the 
staff have all had positions of respon- 
sibility and many of them have had 
complete charge of utility operations or 
of the particular side of the business in 
which they specialize. 


HE director of the public utilities 

division, after an extensive ex- 
perience with utility companies, served 
for a number of years as assistant to 
the treasurer in charge of the utilities 
investments of one of the largest life 
insurance companies of the United 
States, with investments in utilities se- 
curities running into hundreds of mil- 
lions of dollars. During this time he 
had occasion to inspect the properties 
and study the operations of the larger 
utility operating companies of the 
country. Our financial men include 
one who was for many years financial 
vice president and treasurer of a large 
holding company system, and another 
who has had wide experience as an of- 
ficer of a holding company system and 
for several years represented a group 
of banking houses in connection with 
the reorganization and simplification of 
corporate struetures of one of the 
largest holding company systems. The 
chief engineer has had extensive expe- 
rience as an operating and designing 
engineer for large utility companies, 
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as a consulting engineer, and as chief 
engineer of one of the country’s most 
active public service commissions. 
These are but a few examples. 

An assistant general counsel devotes 
his entire time to public utilities to- 
gether with a number of other lawyers, 
in addition to those engaged in work- 
ing on the litigation involving the con- 
stitutionality of the act to which I have 
already referred. 

The finance section of the public 
utilities division has been organized 
into eight groups, to each of which are 
assigned a number of holding company 
systems. Each group includes a senior 
analyst, an accountant, a number of 
analysts, and an attorney. It is the 
function of the groups to familiarize 
themselves as thoroughly as possible 
with the financial and corporate struc- 
ture, operations, and many other as- 
pects of the holding company systems 
assigned to them. These include hold- 
ing company systems which have not 
registered, as well as those which have 
already come under the jurisdiction of 
the commission. The advantage of 
this method of organization is that our 
staff is constantly becoming better 
equipped to handle new problems with 
dispatch and without having to repeat 
in each case the process of acquiring 
the necessary factual background. 


7 engineering section has been 
organized under the direction of a 
supervising engineer. To this section 
are assigned special studies of an en- 
gineering character. The members of 
this specialized staff of engineers are 
available for consultation with all 
members of the division. 

Perhaps the best way to give you an 
idea of the actual process of adminis- 
tration of the act is to describe our 
work in handling some of the types of 
cases which have come before the com- 
mission requiring specific determina- 
tion. One of the most important of 
these is the matter of security issues 
by registered holding companies and 
their subsidiaries. 

It is unlawful for a registered hold- 


ing company or subsidiary thereof to 
issue or sell any security unless a dec- 
laration with respect to the security has 
been filed with the commission and has 
become effective. The act provides 
that the commission shall not permit a 
declaration to become effective unless 
the security meets certain specified 
standards. In this respect there is an 
important distinction between this act 
and the other acts which the Securities 
and Exchange Commission administers. 
In the case of the Securities Act of 
1933 and the Securities Exchange Act 
of 1934, the commission’s essential 
duty is to see to it that adequate and 
truthful disclosure is made to investors 
with respect to the securities offered to 
them. The commission is not author- 
ized under those acts to forbid the sale 
of securities no matter how unsound, 
as long as the truth is adequately re- 
vealed. In the case of the Holding 
Company Act, on the other hand, the 
commission although it does not pass 
on the merits of securities as an invest- 
ment, must require that securities com- 
ply with specified conditions. 


a financing of holding companies 
in the past has involved the cre- 
ation of such complicated corporate 
structures and of securities carrying 
such intricate rights and obligations 
that it has become increasingly difficult 
for the ordinary investor to be able to 
pass any intelligent judgment on their 
investment value. The hearings which 
were held prior to the passage of the 
act indicate that it was felt that the 
commission, although it could not, of 
course, pass on the merits of securities 
as investments, should be charged with 
the duty of prohibiting the sale of cer- 
tain types of securities which were al- 
most bound to be misleading to the or- 
dinary investor. Let us take as an ex- 
ample preferred stock or unsecured 
debentures of a holding company. The 
investor had been educated to regard a 
debenture or a preferred stock as a se- 
curity having priority as to earnings. 
In the typical situation where the oper- 
ating companies have bonds and pre- 


533 





PUBLIC UTILITIES FORTNIGHTLY 


ferred stock outstanding in the hands 
of the public, and the major part of the 
holding company’s income is or was 
derived from dividends on common 
stock of the operating companies, little 
is available for payments on the deben- 
tures and preferred stock of the hold- 
ing company unless a dividend is de- 
clared on the common stock of the 
operating companies. Thus a deben- 
ture holder of such a holding company 
actually is in a position junior to that 
of a preferred stockholder of an oper- 
ating company, and a preferred stock- 
holder of the holding company is in 
an even more inferior position. The 
act prohibits the commission from per- 
mitting the issuance of preferred stock 
or unsecured obligations by holding 
companies except in the case of certain 
refinancing, refunding, or reorganiza- 
tion operations or in cases where the 
issuance is necessary for urgent cor- 
porate purposes and a more rigid 
standard would impose an unreasonable 
financial burden upon the company. 


THER requirements are that the 
fees, commissions, and other re- 
muneration paid in connection with the 
issue or sale or distribution must be 
reasonable; that the security be rea- 
sonably adapted to the security struc- 
ture of the company and the system 
and to the earning power of the issuer ; 
and that the financing involved be nec- 
essary or appropriate to the economi- 
cal and efficient operation of a business 
in which the company is lawfully en- 
gaged or has an interest. In general, 
the commission must not permit a dec- 
laration to become effective if the terms 
and conditions of the issue or sale are 
detrimental to the public interest or 
the interest of investors or consumers. 
A simple form has been prescribed 
for declarations calling for information 
showing compliance with the statutory 
standards. When a declaration is filed 
with the commission it is examined by 
that group in the public utilities divi- 
sion which has charge of the holding 
company system to which the company 
belongs, to determine whether the con- 


ditions I have referred to are satisfied, 
This question must be passed upon by 
financial analysts and accountants and 
also by the lawyer assigned to the 
group. Meanwhile, a date for a hear- 
ing will have been set at which any in- 
terested person may appear. 

If any further information is re- 
quired in order to enable the commis- 
sion to pass on the questions presented 
to it, the company is requested to file 
amendments to the declaration or to 
furnish supplementary information in- 
formally. If there is any serious doubt 
in the minds of the commission’s staff 
as to whether the issue is of the char- 
acter which the commission should per- 
mit, conferences between representa- 
tives of the company and members of 
the commission’s staff may result in 
revision removing such doubts before 
the matter goes to a hearing. Hear- 
ings are usually before a trial examiner, 
and the attorney assigned to the group 
ordinarily acts as attorney for the com- 
mission at the hearing. 


FTER the hearing, and after the fil- 
ing of the trial examiner’s re- 
port, if any, the group assigned to the 
case prepares a legal and financial re- 
port which is based on the material 
contained in the declaration and the 
evidence adduced at the hearing. This 
report is for the convenience of the 
commission and is submitted to it along 
with the record in the case. The com- 
mission then makes its findings of fact 
based on the record in the case and 
issues an appropriate order disposing 
of the matter. 

The commission has passed upon 
approximately eight declarations with 
respect to security issues, involving 
some $76,000,000 of securities. In 
most cases declarations were permitted 
to become effective without calling for 
any changes in the proposed financing. 
This has not always been the case, 
however. In one instance involving an 
increase in a company’s debt where the 
commission felt that the ratio of debt 
to fixed property was rather high, the 
company was required to add to the 
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trust indentures securing its obligations 
certain covenants which gave added 
protection to the securities to be is- 
sued. 

There are certain security issues 
which are exempt from the require- 
ment of filing a declaration. Some of 
these, such as specified types of short- 
term paper, are exempted automatical- 
ly by the statute. In other cases, ex- 
emption is to be obtained by rule or 
regulation or by order of the commis- 
sion. So far, exemptions of this kind 
have all been by order. These include 
issues by operating public utility com- 
panies which have been expressly ap- 
proved by a state commission. Owing 
to the variety of state laws and of prac- 
tices of state commissions with respect 
to approving security issues, there are 
sometimes difficult questions of inter- 
pretation as to whether the action of 
a particular state commission consti- 
tutes approval of the issuance within 
the meaning of the Federal statute. 
The commission has granted seventeen 
applications for such exemptions. 


AS by registered holding 
companies or their subsidiaries of 
securities, utility assets, or any other 
interest in any other business also come 
under the scrutiny of the commission. 
Since the act requires holding com- 
pany systems to be reduced to integrat- 
ed systems within a specified period, as 
I shall explain later, it was naturally 
thought desirable that the commission 
have power to control the growth of 
systems in the meanwhile. Also the 
commission can prevent the pyramid- 
ing of control through many layers or 
holding company systems, which was 
one of the evils principally complained 
of with respect to holding companies. 

An application for approval of an 
acquisition is filed with the commission 
on a prescribed form and the procedure 
in passing on it is closely parallel to 
that which I have outlined in connec- 
tion with security issues. Among the 
standards by which the commission 
must be guided in approving acquisi- 
tions, is a requirement that no acquisi- 


tion shall be approved unless the com- 
mission finds that it will serve the pub- 
lic interest by tending towards the eco- 
nomical and efficient development of 
an integrated public utility system. 
The commission must also deny an ap- 
plication if it will tend toward inter- 
locking relations or concentrated con- 
trol of public utility companies in a 
manner detrimental to the public inter- 
est or the interest of investors or con- 
sumers ; if the consideration to be paid 
is not reasonable; or if the acquisition 
will unduly complicate the capital 
structure of the system; or if it will 
otherwise be detrimental to the public 
interest or the interest of investors or 
consumers or the proper functioning 
of the system. 


nN determining whether these condi- 

tions are satisfied, an examination 
is made not only by financial experts 
and lawyers as in the case of security 
issues, but also by members of the com- 
mission’s engineering staff. Nineteen 
applications with respect to such acqui- 
sitions have been granted. In all these 
cases the commission was able to ap- 
prove the application without substan- 
tial modification. 

The exemptive power of the com- 
mission with respect to acquisitions is 
somewhat different from that in the 
case of security issues. Certain acqui- 
sitions expressly approved by state 
commissions are automatically exempt- 
ed by the statute, as are also acquisi- 
tions of government or municipal 
bonds. In addition, the commission is 
given a general power to exempt by 
rules and regulations acquisitions of 
securities for investment of current 
funds or acquisitions made in the ordi- 
nary course of business of the acquir- 
ing company. Acting under this au- 
thority, the commission has adopted 
rules providing a number of exemp- 
tions. These include purchases of cer- 
tain readily marketable securities gen- 
erally considered appropriate for in- 
vestment of current funds and also 
certain short-term paper, acquisitions 
which may be necessary to comply with 
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conversion rights or sinking-fund obli- 
gations and similar obligations, acqui- 
sitions from wholly owned subsidiaries, 
the receipt of stock dividends, the buy- 
ing of limited amounts of securities is- 
sued by the acquiring company or its 
subsidiaries, and a number of other 
transactions where the commission felt 
that the public interest would not re- 
quire the imposition of the standards 
specified in the act. Thus the commis- 
sion is in a position to examine very 
carefully acquisitions which may in- 
volve the growth or complication of a 
holding company system, but most ac- 
quisitions of a routine nature have been 
exempted. 


UPERVISION over the reorganization 

of holding companies presents one 
of the most important duties of the 
commission. There has been so much 
discussion of the reorganization section 
of the act, which has been termed a 
“death sentence,” that I think it may 
be well for me to take time to remind 
you of its provisions. Although, as 
regards its most important aspects, this 
section has not yet become effective, the 
policy expressed by it is one which the 
commission must constantly have in 
mind in passing on any transactions in- 
volving further growth of the existing 
systems. 

The commission is directed, as soon 
as practicable after January 1, 1938, to 
require every registered holding com- 
pany to take such action as the com- 
mission shall find necessary to limit the 
operations of its system to those of a 
single integrated public utility system 
and to such other businesses as are 
reasonably incidental or economically 
necessary or appropriate to the opera- 
tion thereof. The commission is, how- 
ever, authorized to permit one holding 
company to control more than one in- 
tegrated system if it shall find that each 
such additional system cannot be oper- 
ated independently without the loss of 
substantial economies, that all of such 
additional systems are located in a sin- 
gle state or in adjoining territory, and 
that the continued combination of such 


systems under the control of the one 
holding company is not so large as to 
impair the advantages of localized man- 
agement, efficient operation, or the ef- 
fectiveness of regulation. 

In addition to confining the opera- 
tions of a utility system in a geograph- 
ical sense, the commission must also, as 
soon as practicable after January 1, 
1938, cause the companies under its 
jurisdiction to bring about a simplifi- 
cation of holding company structures 
so as to eliminate unnecessary compli- 
cations or unfair distributions of vot- 
ing power. This must include elimina- 
tion of holding companies beyond the 
second degree. 

Companies desiring to effect volun- 
tary reorganizations, instead of wait- 
ing for the commission to bring action, 
may invoke the aid of the commission 
before 1938 in carrying out reorgan- 
izations designed to satisfy the statu- 
tory requirements. 


rye mandatory integration 
and simplification of systems do 
not come until 1938, the utilities divi- 
sion is preparing itself for the tremen- 
dous task which will face the commis- 
sion at that time (and may well face 
it before then in cases involving volun- 
tary plans) by studying some of our 
registered systems with a view to deter- 
mining how the integration which the 
statute calls for might best be achieved. 
This, of course, requires very careful 
study of many engineering problems 
and it is a work which will of neces- 
sity be slow. 

In addition to reorganizations de- 
signed to bring about the integration 
and simplification required by the stat- 
ute, the commission also has jurisdic- 
tion generally over reorganizations of 
registered holding companies and their 
subsidiaries. No reorganization plan 
for such a company in a Federal court 
in which a receiver or trustee has been 
appointed can become effective unless 
approved by the commission. It is 
also provided that no one may solicit 
proxies or assents with respect to re- 
organization plans for such companies 
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unless the plan has been submitted to 
the commission and the solicitation is 
accompanied or preceded by a copy of 
the report on the plan which shall be 
made by the commission. The com- 
mission has taken the view that these 
provisions do not apply to cases where 
the receiver or trustee was appointed 
prior to December 1, 1935, the date for 
registration, or where the solicitation 
in question was commenced in good 
faith prior to that date. We have not 
as yet, therefore, had occasion to pass 
upon any reorganization plans as such. 

Orders of the commission compell- 
ing the simplification of corporate 
structures or the integration of sys- 
tems, or approving or disapproving 
plans of reorganization, are enforcible 
only in courts of equity. This gives 
the company full opportunity to pro- 
test the action of the commission with- 
out incurring any risk of penal sanc- 
tions. In general, it should be noted 
that the act provides for court review 
of any order of the commission at the 
instance of any person aggrieved 
thereby. 


Pps important field of holding 
company activities which it is the 
duty of the commission to regulate, is 
that of service, sales, and construction 


contracts. One of the principal 
grounds of criticism of holding com- 
panies has, of course, been the fees 
and other charges which holding com- 
panies or their wholly owned subsidi- 
ary service companies have exacted 
from the operating companies for 
management and other services, for 
construction work, or for goods sold. 
In a number of cases, economies have 
resulted from unified management, but 
the operating companies have not al- 
ways benefited. Furthermore, it was 
felt that it was unfair to consumers to 
have included in the expenses of oper- 
ation, which were a factor in deter- 
mining rates, payments which were 
actually made to the interests in con- 
trol of the operating company. The 
act outlaws, subject to a limited ex- 
emptive power in the commission, the 


performance of service, sales, or con- 
struction contracts by registered hold- 
ing companies for their public utility 
subsidiaries. Such transactions, when 
performed by subsidiary companies 
for associate companies in the same 
system must be in accordance with 
rules, regulations, or orders of the com- 
mission designed to insure their effi- 
cient and economical performance at 
cost fairly and equitably allocated. 
Provision is made for the organization 
of mutual service companies which 
must be approved by the commission. 

The commission’s staff devoted many 
months of intensive study to the prep- 
aration of rules on this subject which 
would set up effective machinery for 
bringing about the objectives of the 
act. These rules, as has been the case 
with a number of other rules of the 
commission, were submitted in tenta- 
tive form to representatives of the in- 
dustry, and a careful effort was made 
to make them essentially workable. 
Many details, such as the best proce- 
dure for fairly allocating cost, were of 
necessity left open to further elabora- 
tion in the light of administrative ex- 
perience. 


‘> commission set August Ist as 
the date by which mutual service 
companies must be approved, and sub- 
sidiary service companies not owned 
on a mutual basis by the companies 
served must obtain a finding by the 
commission that their organization is 
such as reasonably to assure the 
achievement of the statutory standards. 
Ten of these applications or declara- 
tions have been favorably acted upon. 
Temporary extensions of time have been 
given in the case of other holding com- 
pany systems in order to permit the 
necessary corporate readjustments. 

In the case of some other activities 
of holding company systems, the stat- 
ute, instead of imposing rigid standards 
which might involve considerable dif- 
ficulty as applied to a comparatively 
novel field of regulation, authorizes 
the commission, by such rules, regula- 
tions, or orders as it deems necessary, 
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to eliminate certain specific abuses 
which have been deemed to character- 
ize the activities of holding companies 
in the past. In most such cases where 
its jurisdiction is essentially discretion- 
ary, the commission has not yet taken 
action. Some such regulations have, 
however, already been imposed. For 
example, in connection with our rules 
exempting certain acquisitions of se- 
curities issued by other companies 
from the requirement of commission 
approval, we found it expedient to im- 
pose some corresponding limitations on 
the buying in of securities issued by 
the acquiring company. The commis- 
sion also has rule-making powers 
which have not yet been invoked with 
respect to such matters as intercorpo- 
rate loans, the payment of dividends, 
the solicitation of proxies, and inter- 
corporate transactions in general. 


O™ important provision of the act, 
not effective until August 26th 
(a year after the date of enactment), 
is that which prohibits members of 


holding company systems to have offi- 
cers or directors who are also officers 
or directors of banks or other financial 


institutions. The commission is given 
authority to make exceptions to this 
prohibition by rules and regulations. 
Rules granting certain exemptions 
were adopted after very careful prep- 
aration following extended conferences 
and correspondence both with members 
of the industry and with representatives 
of the many financial interests affected. 

Our aim in drafting these rules fol- 
lowed closely the general policy of the 
commission in administering the act: 
on the one hand, to give full effect to 
the congressional intent of preventing 
the repetition of the abuses which led 
to the passage of this legislation, and, 
on the other hand, to make the admin- 
istration of the act as workable as pos- 
sible without imposing restrictions of 
a kind which bear no relation to the 
purposes to be achieved. Although it 
must be recognized that there are cer- 
tain limits to the discretionary power 
which may be delegated to an adminis- 


trative body from the point of view of 
both policy and law, I think that all 
who have had experience with the work 
of the commission in administering the 
act, as well as its administration of the 
Securities Act of 1933 and the Securi- 
ties Exchange Act of 1934, have real- 
ized that, unless reasonably flexible 
powers were delegated to the commis- 
sion, regulation would be so rigid as 
to lead to frustration. 


HE principal purpose of the prohi- 
bition of interlocking control with 
financial institutions was clearly to pre- 
vent them from dominating holding 
company systems. Exemptions were 
granted in certain cases where the like- 
lihood of such control appeared remote 
or where it seemed that a financial in- 
stitution had an interest in a company 
which it might legitimately desire to 
protect by having representation in the 
management. For instance (subject to 
certain limitations), operating com- 
panies may have local bankers as offi- 
cers or directors ; savings banks are ex- 
cluded from the scope of the prohibi- 
tion; investment bankers are permitted 
to be on utility boards provided that 
their firms do not do any financing for 
the companies in question; and a bank 
to which a company is in default on a 
loan of substantial size, or which has 
an interest of a specified amount in the 
securities of a company acquired in 
liquidation of a debt or held while the 
company is in financial difficulties, may 
be represented in the management, pro- 
vided such representation would not 
be in conflict with the bank’s obligations 
as a corporate trustee. These are only 
a few of the exemptions granted. 
One of the most difficult and at the 
same time one of the most important 
tasks of the commission, is with re- 
spect to accounting. The accounting 
problems encountered in establishing 
classifications for independent operat- 
ing companies are intricate enough; 
they become even more complex when 
intercorporate transactions are in- 
volved, and the accounting of holding 
companies presents many additional 
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problems. The commission is given 
broad power by rules, regulations, and 
orders to regulate the accounting of 
registered holding companies and their 
subsidiaries. 

We have adopted classifications of 
accounts for holding companies and for 
service companies which are members 
of holding company systems. While 
the classification of accounts for hold- 
ing companies has been adopted, it has 
not yet been made public because of 
delay in obtaining printed copies. In 
both cases the commission has required 
uniformity of accounts with respect to 
matters which it deems important in 
connection with the administration of 
the act, but has left to the judgment of 
the companies or of the state commis- 
sions minor details as to subdivision of 
accounts. 


s far as the accounting of operat- 
A ing companies is concerned, the 
commission has definitely adopted a 
policy of not interfering with the reg- 
ulations of state commissions. Only if 
it should develop that accounting prac- 
tices sanctioned by state commissions 
intimately affect the problems of hold- 
ing company finance and are clearly 
inconsistent with important policies 
which it is the commission’s duty to 
carry out, would there be any excep- 
tion to this policy. In general, the aim 
is to make regulation of accounting as 
simple as possible. 


There are a few general policies of 
the commission in its administration of 
the act which I wish to emphasize in 
closing. In the first place, the commis- 
sion does not regard its task in admin- 
istering the act as that of driving an 
entering wedge for public ownership of 
utilities. In the second place, we have 
no concern with the matter of rates as 
such, although it is our hope that the 
administration of the act will aid the 
state commissions in obtaining such 
information as they may need as a 
basis for intelligent regulation of rates. 
We hope in every way to strengthen 
the hands of the state commissions 
rather than to deprive them of their 
powers. 

Federal regulation of public utility 
activities must still be regarded as in 
the experimental stage. Fortunately, 
the act provides extensive flexibility of 
procedure so that the commission may 
gradually develop substance of regula- 
tion in the light of actual experience. 
The constitutionality of the act has still, 
of course, to be determined, but I 
think most people agree that the prob- 
lem is one with which the Federal gov- 
ernment will have to deal in one way 
or another. Meanwhile, both the in- 
dustry and the commission are acquir- 
ing useful experience in many aspects 
of our fundamental problem, which is 
defined by the act as the protection of 
the public interest and the interest of 
investors and consumers. 





The Federal Power Act and Kindred Legislation 


with Reference to State Regulation 
By CLYDE L. SEAVEY* 


N discussing the Federal Power 
Act, Title II of the Public Utility 
Act of 1935, with special reference to 
its effect upon state regulation, we may 
profitably approach the subject from 
the standpoint of kindred legislation 


*Member of the Federal Power Com- 
mission. 


which has been passed in the last two 
sessions of Congress, not only because 
much of this legislation ties together, 
but also that we may get a broad back- 
ground and picture of what has been 
happening in the Federal regulatory 

eld. 

The Johnson Bill, amending § 24 of 
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the Judicial Code, became a law on 
May 14, 1934. This enactment divest- 
ed the lower Federal courts of jurisdic- 
tion over the action of state regulatory 
bodies in the fixing of rates, where 
proper notice and hearing has been af- 
forded and where state law gives ade- 
quate relief in the state courts. This 
means there has been removed the 
threat and practice of original interpre- 
tation by Federal courts of state law 
and legislative acts of state commis- 
sions; of long years of litigation and 
consequent suspense of the regulatory 
processes; of de novo proceedings in 
which the decision of the state commis- 
sion may be annulled upon a record 
differing from that which was present- 
ed to it and upon which its judgment 
was based; and of the usurpation and 
control by the Federal courts through 
judicial proceeding of the legislative 
processes in the determination of local 
rates. 

The Securities Act of 1933, and the 
Securities Exchange Act of 1934, con- 
sist largely of salutary legislation. 
Back of this legislation stands the tre- 
mendous work of the Federal Trade 
Commission, accomplished during the 
past eight or nine years, under the di- 
rection and authorization of Congress, 
in exploring corporate practices of 
holding companies in electric and gas 
public utilities. 


HE two Securities Acts are what 

we would call in the states, “Blue 
Sky Laws.” Their first purpose is to 
expose to view all the information nec- 
essary for the investing public to get 
a true picture of the nature and under- 
lying soundness of the securities. The 
second purpose is to regulate securities 
exchanges and over-the-counter mar- 
kets operating through the mails and 
in interstate and foreign commerce, 
and to prevent unfair and inequitable 
practices in the handling of securities 
transactions. These two pieces of leg- 
islation are of direct value to the states 
in bringing to public attention corpo- 
rate relations and conditions sometimes 
beyond the legal power of the state to 


inquire into, and in preventing undue 
manipulations of utilities stocks result- 
ing in the building up of speculative 
values which in the light of the equity 
behind such stock, are impossible of 
fruition. One of the difficulties of 
state regulation is the existence of this 
fictitious value. As a matter of fact 
equitably there does not exist any spec- 
ulative value behind the securities of a 
monopolistic public utility. Because of 
the obligations and limitations on both 
the utility ownership and the public 
served, there can exist actually only 
the less alluring but thoroughly safe 
fluctuations of stable investments. 
Title I of the Public Utility Act of 
1935, extends the power of the Securi- 
ties and Exchange Commission to the 
control and regulation of holding com- 
pany relations in cases of gas and elec- 
tric companies, as to the purchase of 
securities and assets; as to their serv- 
ice, sales, construction, and other con- 
tractual relations, and as to their prac- 
tices in the general control over sub- 
sidiary companies. The law prevents 
the evasion of state statutes by inter- 
state means, notably as to the inter- 
mingling of electric and gas property 
control; it provides for the simplifica- 
tion of the corporate structures or the 
elimination of the holding control 
where such action is in the public inter- 
est ; and it controls intercompany loans, 
dividends, and other transactions. 
While all of these provisions are di- 
rectly or indirectly of much value, the 
control of fees and charges collected 
from subsidiary companies and the 
elimination of profit from such trans- 
actions, represent, perhaps, the out- 
standing benefits which will flow to 
state regulation from this enactment. 


“wae II of the Public Utility Act 
of 1935 extends the jurisdiction of 
the Federal Power Commission, by 
placing under it the regulation of elec- 
tric utility companies engaged in inter- 
state commerce. The purpose is to fill 
the vacuum that existed in the regula- 
tion of utility service through the ab- 
sence of Federal regulation in a field 


540 





APPENDIX—AMERICAN BAR ASSOCIATION ADDRESSES 


beyond the powers of the states, and 
to have such legislation supplement and 
strengthen state regulation. This in- 
cludes the control of the transmission 
of power to foreign countries and the 
control of the interstate field as to in- 
terconnection and codrdination of fa- 
cilities; consolidation and disposition 
of facilities ; purchase or acquisition of 
securities of one utility by another ; is- 
suance of securities and assumption of 
liabilities where not regulated by a 
state; determination of just and rea- 
sonable wholesale rates and charges; 
the furnishing of adequate service ; and 
the investigation into and compilation 
and publication of all facts regarding 
the generation, transmission, distribu- 
tion, and sale of all electric energy, 
however produced and used in the 
United States and its possessions. 

Whatever diversity of opinion may 
exist as to the Tennessee Valley Au- 
thority Act of 1933, there can be no 
doubt that the use of the so-called 
“yardstick” has had an immediate ef- 
fect upon the reduction and stabiliza- 
tion of rates for electricity in the Ten- 
nessee valley states. This effect has 
not been confined to those states alone. 

The Electric Rate Survey carried 
out under Senate Joint Resolution No. 
74, issued April 14, 1934, by the Fed- 
eral Power Commission, covering the 
entire service of electricity in the 
United States, has established funda- 
mental data never before collated and 
from which criteria and comparisons 
are available for general and local use. 

The effect of these last two pieces 
of legislation upon regulation is not 
capable of exact measurement but 
there can be no question that they have 
made it easier for various state com- 
missions in the establishment of proper 
rates, and that they had a substantial 
effect in the reduction of charges for 
the use of electricity which has taken 
effect in the last two years, amounting 
to more than $100,000,000. 


XECUTIVE Order No. 6251, issued 
August 19, 1933, authorized and 
directed the Federal Power Commission 


to make a survey of the water-power re- 
sources of the nation; of the relation of 
water power to other industries, and to 
interstate and foreign commerce ; and of 
the transmission of electrical energy and 
its distribution to consumers. The sur- 
vey also was authorized under the provi- 
sions of the Federal Water Power Act 
of 1920, which had lain dormant for 
thirteen years. It was the first survey 
of its kind ever made in the United 
States. There has been general approv- 
al of this effort, and while it was pri- 
marily for the formation of a program 
of public works, its permanent value ex- 
ists as a guide to future development 
and as an aid in obtaining the fullest de- 
gree of electric service, both interstate 
and intrastate. 

The Communications Act of 1934 
consolidated the authority of the several 
agencies theretofore partially occupying 
the interstate field and broadened the 
powers of the Federal agency to a com- 
prehensive regulation of the telegraph, 
telephone, and radio. The telephone is 
here the matter of most importance to 
state commissions. Much information 
necessary to the regulation of telephone 
rates has not been available. The data 
now being collected by the Federal Com- 
munications Commission, when com- 
pleted and codrdinated, will be of great 
value in simplifying and making effec- 
tive regulation by the state bodies of 
local telephone rates and service. 

The Motor Vehicle Act of 1935, as in 
the case of much of the foregoing legis- 
lation, was to a large extent designed 
and supported with the purpose in view 
of aiding state regulation. The con- 
trolling of motor vehicle transportation 
had become one of the most difficult 
problems of the states and the absence 
of occupancy of the interstate field mag- 
nified these difficulties. Solely from the 
standpoint of the states, the passage of 
this Federal act was a most necessary 
and expedient action. 


N the above-outlined legislation which 
was passed by the last two Con- 
gresses, we find the most effective and 
comprehensive range of regulatory ac- 
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sound manipulation and deception 


tion that has ever been attempted and at- 
tained in any like period. In fact, from 
the standpoint of utility regulation it 
well may be said all of the Congresses 
in the past together have not approached 
the accomplishment of these two ses- 
sions. 

The most heartening thing about this 
legislation is that it is directed particu- 
larly to the protection of the individual 
consumer and investor. The tenth 
Amendment of the Federal Constitution 
—that Charter of State Sovereignty—is 
galvanized into new life and meaning. 
The rights of the states are here recov- 
ered and preserved. In the courts and 
commissions of the state is revested and 
maintained the full power reserved to 
them and which they may exercise ex- 
clusively as a primary matter. State 
regulation has been placed in the more 
dignified position it warrants and will 
be immensely strengthened because of 
that, as well as by the fuller occupation 
of the strictly interstate field by Federal 
agencies. This legislation in large meas- 
ure breaks down the nationalization of 
control of utility service which has been 
accomplished by private manipulation 
through the corporate device in the past 
two decades, and returns the control to 
the situs of the major needs of regula- 
tion, at the door of the individual con- 
sumer. 


Lu of this regulatory and salutary 
legislation has been obtained only 

by the most insistent effort. Most of it 
has been bitterly opposed by not all, but 
many of those who are temporarily in 
high command of the utilities involved 
just as state regulation was opposed 
some twenty-five years ago. This op- 
position comes from that very human 
repugnance to the restriction of individ- 
ual desire, and that quality of greed, 
which refuses to recognize any public 
interest even in property dedicated to 
the public service. But, even these 
medievally inclined financial barons will 
soon go into other fields or become 
softened or supplanted, and their utility 
wares will be sold on the basis of legiti- 
mate supervision rather than upon un- 


will look with confidence to the evolu. 
tion in the broader national arena. 

Let us come now more particularly to 
the Federal Power Act. Title II of 
the Public Utility Act of 1935, consists 
of two parts under the administration of 
the Federal Power Commission. The 
first part comprises the former Federal 
Water Power Act of 1920, with certain 
amendments thereto and controls the i- 
censing of water-power projects on gov- 
ernment lands and on streams under the 
jurisdiction of the United States. The 
second deals with the regulation of elec. 
tric utility companies engaged in the 
business of transmitting or selling elec- 
tric energy in interstate commerce. It 
is the second part that especially engages 
our attention. The fundamental regula- 
tory provisions of this act are confined 
to those already in force and adjudicated 
in the Federal field of railroad regula- 
tion under the Interstate Commerce 
Commission. 


HE Power Act, however, does not 

extend Federal jurisdiction so far 
as the Interstate Commerce Act. Un 
der it there can be no such control of 
local rates as occurs in conformity with 
the Shreveport Case under which state- 
fixed local railroad rates may be super- 
seded by federally determined rates. 
However, one may see the wisdom be- 
hind the Shreveport Case where local 
and interstate services have developed 
immediately and equally; and where 
specific rail rates never have been and 
perhaps from a practical standpoint 
never can be fixed on a basis of property 
used and useful in the service. But, in 
the case of electric utilities the condi- 
tions have been the reverse. The early 
development of electric service has been 
geographically of a local nature in all 
its phases ; generation, transmission, and 
distribution, and subject, therefore, to 
local regulation. The rail and electric 
service are entirely different in economic 
character. The rail performs only one 
function — transportation. Normally, 
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electric service produces, transports, dis- 
tributes, and sells as a combined process. 
Until recent years, however, this was 
almost wholly intrastate in character. 
Gradually interstate movement of power 
began to increase, being induced by the 
increasing use of the commodity; the 
development of hydro power far re- 
moved from the center of distribution; 
the scientific improvements in the trans- 
mission of energy, and the single owner- 
ship or control of power systems, spread 
over more than one state. By 1933, near- 
ly 18 per cent of power generated was 
transmitted across state lines. No doubt 
this percentage will continue to increase, 
but however much it may grow there 
seems no reason to believe it will ever 
attain a significance that will necessitate 
a Shreveport treatment so far as local 
electric regulation is concerned. It is, 
nevertheless, an important thing to the 
states that the Federal government now 
steps in to control the wholesale price of 
interstate power where, as determined 
by the Supreme Court in the Attleboro 
Case, neither the state from which the 


power was transmitted nor the state in- 
to which it was received can exercise a 
control to protect its people against un- 
just or discriminatory rates. 


HILE the question of rates gen- 

erally looms high in the considera- 
tion of utility regulation, as a matter of 
fact service is of equal if not more con- 
cern to most consumers. With this in 
view the law provides for the filing of 
complaints and the determination and 
enforcing by the commission of proper, 
adequate, and sufficient service on the 
part of interstate carriers. This is a 
provision of the law which probably will 
be among the least used, for the rapid 
growth toward universal use of power 
and development of the codrdination of 
facilities will remove many impediments 
that purely local service has encountered 
in the past. In this connection one of 
the most important functions of the 
commission is that of encouraging the 
voluntary interconnection and codrdina- 
tion of power facilities with the ultimate 
power upon complaint of a state com- 


mission or an electric utility to compel 
such codrdination of use where the pub- 
lic interest demands. The less frequent- 
ly such a compulsory power is formally 
exercised and the oftener such codrdina- 
tion can be accomplished by volunta 
codperation, the more satisfactory will 
be the public service. 

The foundation of sound regulation 
lies in the true and proper accounting of 
all the transactions involved in financ- 
ing, building, and operating the utility. 
Under the law the Federal Power Com- 
mission is empowered to prescribe the 
accounts and records that shall be kept 
by electric public utilities where neces- 
sary and appropriate for the administra- 
tion of the act. It is specifically provid- 
ed that the utilities are not relieved from 
keeping such accounts and records as 
may be prescribed by state law or state 
authority. 


pegs of the extreme importance 
of the accounting system itself and 
the great advantage to be gained from 
the standpoint of economy to the utili- 
ties and regulatory bodies, as well as 
usefulness to the public generally, the 
commission has approached this task 
in the hope that a system of accounts 
might be prescribed which would be uni- 
versally adopted by the states. This 
would mean that all electric utilities, 
whether or not under the jurisdiction 
of this commission, would follow one 
system and would insure the recording 
and publishing of comparable statistics. 
Other attempts have been made to ac- 
complish this and such failures have 
laid a basis now for success. In 1934, 
the National Association of Railroad 
and Utilities Commissioners appointed 
a committee consisting of the best ac- 
counting minds of the country, to work 
on such a system. The chief accountant 
of the Federal Power Commission sat 
as a member of that committee. It was 
the desire and determination of the Na- 
tional Association and of the Federal 
Commission, that an accounting system 
should be devised that could be general- 
ly adopted. Upon the passage of the 
Public Utility Act of 1935, a full codp- 
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erative program was worked out be- 
tween the National Association, the 
Federal Power Commission and the Se- 
curities and Exchange Commission. 
Under this the National Association 
postponed action on the report of the 
committee made to the National Con- 
vention in 1935, and all forces joined in 
an effort to more fully perfect the pro- 
posed system of accounts. A few states, 
notably New York and Wisconsin, had 
done advance work in this field. 


s the combined effort progressed 
much work was done by individual 
commissions and there were held numer- 
ous and extended conferences of repre- 
sentatives of the states and Federal au- 
thorities. All of the states were con- 
tacted and their advice obtained. Util- 
ities were given full opportunity to pre- 
sent their suggestions, both in written 
brief and oral conference. As a result, 
on June 16, 1936, the Federal Power 
Commission adopted the uniform sys- 
tem of accounts which had been ap- 


proved by a large majority of the con- 
ference representatives of the commis- 
sions and which was later adopted for 
reference to the National Association by 
the executive committee of that asso- 


ciation. Where differences existed be- 
tween the conference members they 
were on details rather than fundamen- 
tals. The future promises fulfilment 
of the desire for accounting uniformity. 

In the drafting of the Federal Power 
Act meticulous care was taken to pre- 
serve all the power of the states that 
was or could be exercised by them in the 
absence of Federal regulation. Wheth- 
er anything along this line was over- 
looked is not apparent on the face of the 
act. Administration of the law will 
bring out any such defects. Adminis- 
tration also will demonstrate if the 
omissions of provisions for occupancy 
by the Federal government allowed at 
the time because of seeming interference 
with state regulation, may in reality 
leave gaps in the control. 


HERE are two such questions which 
might be raised. No provision is 


made, as is usual in regulatory meas- 
ures, for the control of abandonment of 
service and property. There is no doubt 
about the power of Congress to control 
abandonment of interstate service and 
property and it has done so in the case 
of railroads since 1920. Whether state 
jurisdiction adequately can be extended 
to regulate facilities and service of a 
purely interstate character, is open to 
serious question. There is no doubt the 
state may police interstate utilities in 
some respects. But if the state cannot 
regulate such interstate business as to 
rates and service, upon what legal basis 
may it control as to abandonment? The 
other instance relates to the issuance of 
securities. The law provides that the 
Power Commission shall have jurisdic. 
tion of such issuance except in the case 
of a “Public utility organized and op- 
erating in a state under the laws of 
which its securities issues are regulated 
by a state commission.” In the past 
considerable administrative difficulty has 
been encountered by the state in passing 
upon securities covering properties in 
one or more other states. Where there 
are substantial property interests in each 
state the difficulty has been present 
whether or not the utility was incorpo- 
rated in the acting state. The above 
provision of the Federal Power Act will 
allow complete regulation of the inter- 
state transaction only where the state 
has no authority over a utility organized 
and operating within its jurisdiction. 
In 1935, there were 18 of such states 
comprising generally those of lesser im- 
portance from the electric utility stand- 
point. This leaves the bulk of securities 
regulation in the same condition as has 
obtained heretofore. Undoubtedly much 
good could be accomplished by recipro- 
cal and cooperative arrangements be- 
tween the states and by uniformity of 
their laws. Whether these or other 
means can take the place of a fuller 
occupancy of the field by Federal au- 
thority, remains to be demonstrated. 


7a regulation of rates by the Fed- 
eral Commission raises the same 
problems as obtain in state regulation, 
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except, the highly complicated question 
of the spread of rates. The Federal 
field is confined to wholesale rates and 
while the questions of justness, reason- 
ableness, and discrimination will arise, 
the problem is simplified by the limita- 
tion on the number and character of 
rates, and the fact that they will gen- 
erally be embodied in individual con- 
tracts. But, as a whole, the problems of 
the states and this commission are simi- 
la. To a large degree they are joint 
problems. They are made so by the 
terms of the law. While strict lines of 
demarcation are drawn to keep the Fed- 
eral Commission off state reservations, 
the whole theory of the act demands the 
joint functioning of the two jurisdic- 
tions. The provisions for cooperation 
are more extensive here than in other 
Federal regulatory acts, going to the 
extent of providing for the use of Fed- 
eral experts when needed by the state 
bodies. The states and this commission 
are fostering this spirit of cooperation 
as has heretofore been indicated, and 
much depends upon the completeness of 
such relation. 

The most important thing in regula- 
tion is a simplification of the processes 
in reaching results. An important step 
will have been taken in the unification 
of accounting practices. But this only 
will be a start in the right direction. 
This commission is very desirous that 
Federal and state authorities working in 
unison may develop standards of regula- 
tory practice that will greatly reduce the 
cost and time consumed in rate matters. 
Regulation to be properly effective must 
be immediate, whether rates are to be 
increased or decreased. 


fe most disturbing element in reg- 
ulation facing both state and Fed- 
eral commissions, is the establishment 
of a property base upon which return 
to the utility shall be determined. The 
Supreme Court has said that this base 
shall be the fair value of the property. 
That means that the regulatory body is 
faced with the problem of determining 
rates by using two constantly changing 
and unknown quantities, fair value, and 


rate of return. Added to this problem 
is the theory of reproduction cost new. 
There is no practical reason why the 
property base should not be a known 
and stable quantity and the rate of re- 
turn estimated and allowed to fluctuate 
sufficiently to produce revenue ample 
to take care of the utility service require- 
ments. There is no difference so far as 
property interest is concerned if 5 per 
cent is allowed on $100,000 or 10 per 
cent on $50,000. The main purpose is 
to provide adequate funds. But such 
a procedure is not as yet sanctioned. 
Under the legislative standards that the 
Supreme Court has imposed upon regu- 
latory bodies, in order to carry out its 
idea of judicial determination, there has 
been laid upon such bodies an impracti- 
cable and, in most cases, an impossible 
practice. Many, many times has that 
court frowned upon the use of unproved 
theories, abstract fancies, and specula- 
tive formulas, “at war with realities,” 
and yet, if there is one method of valua- 
tion that is impregnated with just such 
uncertain things it is reproduction cost 
new, which the court practically has said 
is the criterion for determination of fair 
value. 


HE word “practically” is used be- 

cause the court has not expressly 
announced such a determination, but it 
has intimated it so strongly and has 
failed so singularly to give material 
weight to other criteria, that most lower 
Federal courts and most state commis- 
sions take it for granted that the court 
has so determined. Now, two of the 
states in the past have not followed this 
intimation of the Supreme Court. 
Massachusetts has adhered strictly to 
the cost basis and has not bothered with 
the courts. California, where your 
speaker was a member of the regulatory 
body for eleven and one-half years, up 
to the time he left, took no exception to 
the theory of fair value as such, and 
applied present market or fair value to 
such part of the property as could rea- 
sonably be so valued as of any date, 
namely, land. But land is only about 5 
per cent of the total of most utility 
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the Judicial Code, became a law on 
May 14, 1934. This enactment divest- 
ed the lower Federal courts of jurisdic- 
tion over the action of state regulatory 
bodies in the fixing of rates, where 
proper notice and hearing has been af- 
forded and where state law gives ade- 
quate relief in the state courts. This 
means there has been removed the 
threat and practice of original interpre- 
tation by Federal courts of state law 
and legislative acts of state commis- 
sions; of long years of litigation and 
consequent suspense of the regulatory 
processes; of de novo proceedings in 
which the decision of the state commis- 
sion may be annulled upon a record 
differing from that which was present- 
ed to it and upon which its judgment 
was based; and of the usurpation and 
control by the Federal courts through 
judicial proceeding of the legislative 
processes in the determination of local 
rates. 

The Securities Act of 1933, and the 
Securities Exchange Act of 1934, con- 
sist largely of salutary legislation. 
Back of this legislation stands the tre- 
mendous work of the Federal Trade 
Commission, accomplished during the 
past eight or nine years, under the di- 
rection and authorization of Congress, 
in exploring corporate practices of 
holding companies in electric and gas 
public utilities. 


HE two Securities Acts are what 

we would call in the states, “Blue 
Sky Laws.” Their first purpose is to 
expose to view all the information nec- 
essary for the investing public to get 
a true picture of the nature and under- 
lying soundness of the securities. The 
second purpose is to regulate securities 
exchanges and over-the-counter mar- 
kets operating through the mails and 
in interstate and foreign commerce, 
and to prevent unfair and inequitable 
practices in the handling of securities 
transactions. These two pieces of leg- 
islation are of direct value to the states 
in bringing to public attention corpo- 
rate relations and conditions sometimes 
beyond the legal power of the state to 


inquire into, and in preventing undue 
manipulations of utilities stocks result- 
ing in the building up of speculative 
values which in the light of the equity 
behind such stock, are impossible of 
fruition. One of the difficulties of 
state regulation is the existence of this 
fictitious value. As a matter of fact 
equitably there does not exist any spec- 
ulative value behind the securities of a 
monopolistic public utility. Because of 
the obligations and limitations on both 
the utility ownership and the public 
served, there can exist actually only 
the less alluring but thoroughly safe 
fluctuations of stable investments. 
Title I of the Public Utility Act of 
1935, extends the power of the Securi- 
ties and Exchange Commission to the 
control and regulation of holding com- 
pany relations in cases of gas and elec- 
tric companies, as to the purchase of 
securities and assets; as to their serv- 
ice, sales, construction, and other con- 
tractual relations, and as to their prac- 
tices in the general control over sub- 
sidiary companies. The law prevents 
the evasion of state statutes by inter- 
state means, notably as to the inter- 
mingling of electric and gas property 
control; it provides for the simplifica- 
tion of the corporate structures or the 
elimination of the holding control 
where such action is in the public inter- 
est ; and it controls intercompany loans, 
dividends, and other transactions. 
While all of these provisions are di- 
rectly or indirectly of much value, the 
control of fees and charges collected 
from subsidiary companies and the 
elimination of profit from such trans- 
actions, represent, perhaps, the out- 
standing benefits which will flow to 
state regulation from this enactment. 


Bape II of the Public Utility Act 
of 1935 extends the jurisdiction of 
the Federal Power Commission, by 
placing under it the regulation of elec- 
tric utility companies engaged in inter- 
state commerce. The purpose is to fill 
the vacuum that existed in the regula- 
tion of utility service through the ab- 
sence of Federal regulation in a field 
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beyond the powers of the states, and 
to have such legislation supplement and 
strengthen state regulation. This in- 
cludes the control of the transmission 
of power to foreign countries and the 
control of the interstate field as to in- 
terconnection and codrdination of fa- 
cilities; consolidation and disposition 
of facilities ; purchase or acquisition of 
securities of one utility by another ; is- 
suance of securities and assumption of 
liabilities where not regulated by a 
state; determination of just and rea- 
sonable wholesale rates and charges; 
the furnishing of adequate service ; and 
the investigation into and compilation 
and publication of all facts regarding 
the generation, transmission, distribu- 
tion, and sale of all electric energy, 
however produced and used in the 
United States and its possessions. 
Whatever diversity of opinion may 
exist as to the Tennessee Valley Au- 
thority Act of 1933, there can be no 
doubt that the use of the so-called 
“yardstick” has had an immediate ef- 
fect upon the reduction and stabiliza- 
tion of rates for electricity in the Ten- 
nessee valley states. This effect has 
not been confined to those states alone. 
The Electric Rate Survey carried 
out under Senate Joint Resolution No. 
74, issued April 14, 1934, by the Fed- 
eral Power Commission, covering the 
entire service of electricity in the 
United States, has established funda- 
mental data never before collated and 
from which criteria and comparisons 
are available for general and local use. 
The effect of these last two pieces 
of legislation upon regulation is not 
capable of exact measurement but 
there can be no question that they have 
made it easier for various state com- 
missions in the establishment of proper 
rates, and that they had a substantial 
effect in the reduction of charges for 
the use of electricity which has taken 
effect in the last two years, amounting 


to more than $100,000,000. 


XECUTIVE Order No. 6251, issued 
August 19, 1933, authorized and 
directed the Federal Power Commission 


to make a survey of the water-power re- 
sources of the nation; of the relation of 
water power to other industries, and to 
interstate and foreign commerce ; and of 
the transmission of electrical energy and 
its distribution to consumers. The sur- 
vey also was authorized under the provi- 
sions of the Federal Water Power Act 
of 1920, which had lain dormant for 
thirteen years. It was the first survey 
of its kind ever made in the United 
States. There has been general approv- 
al of this effort, and while it was pri- 
marily for the formation of a program 
of public works, its permanent value ex- 
ists as a guide to future development 
and as an aid in obtaining the fullest de- 
gree of electric service, both interstate 
and intrastate. 

The Communications Act of 1934 
consolidated the authority of the several 
agencies theretofore partially occupying 
the interstate field and broadened the 
powers of the Federal agency to a com- 
prehensive regulation of the telegraph, 
telephone, and radio. The telephone is 
here the matter of most importance to 
state commissions. Much information 
necessary to the regulation of telephone 
rates has not been available. The data 
now being collected by the Federal Com- 
munications Commission, when com- 
pleted and codrdinated, will be of great 
value in simplifying and making effec- 
tive regulation by the state bodies of 
local telephone rates and service. 

The Motor Vehicle Act of 1935, as in 
the case of much of the foregoing legis- 
lation, was to a large extent designed 
and supported with the purpose in view 
of aiding state regulation. The con- 
trolling of motor vehicle transportation 
had become one of the most difficult 
problems of the states and the absence 
of occupancy of the interstate field mag- 
nified these difficulties. Solely from the 
standpoint of the states, the passage of 
this Federal act was a most necessary 
and expedient action. 


N the above-outlined legislation which 
was passed by the last two Con- 
gresses, we find the most effective and 
comprehensive range of regulatory ac- 
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tion that has ever been attempted and at- 
tained in any like period. In fact, from 
the standpoint of utility regulation it 
well may be said all of the Congresses 
in the past together have not approached 
the accomplishment of these two ses- 
sions. 

The most heartening thing about this 
legislation is that it is directed particu- 
larly to the protection of the individual 
consumer and investor. The tenth 
Amendment of the Federal Constitution 
—that Charter of State Sovereignty—is 
galvanized into new life and meaning. 
The rights of the states are here recov- 
ered and preserved. In the courts and 
commissions of the state is revested and 
maintained the full power reserved to 
them and which they may exercise ex- 
clusively as a primary matter. State 
regulation has been placed in the more 
dignified position it warrants and will 
be immensely strengthened because of 
that, as well as by the fuller occupation 
of the strictly interstate field by Federal 
agencies. This legislation in large meas- 
ure breaks down the nationalization of 
control of utility service which has been 
accomplished by private manipulation 
through the corporate device in the past 
two decades, and returns the control to 
the situs of the major needs of regula- 
tion, at the door of the individual con- 
sumer. 


A’ of this regulatory and salutary 
legislation has been obtained only 
by the most insistent effort. Most of it 
has been bitterly opposed by not all, but 
many of those who are temporarily in 
high command of the utilities involved 
just as state regulation was opposed 


some twenty-five years ago. This op- 
position comes from that very human 
repugnance to the restriction of individ- 
ual desire, and that quality of greed, 
which refuses to recognize any public 
interest even in property dedicated to 
the public service. But, even these 
medievally inclined financial barons will 
soon go into other fields or become 
softened or supplanted, and their utility 
wares will be sold on the basis of legiti- 
mate supervision rather than upon un- 


will look with confidence to the evolu. 
tion in the broader national arena. 

Let us come now more particularly ty 
the Federal Power Act. Title II of 
the Public Utility Act of 1935, consists 
of two parts under the administration of 
the Federal Power Commission. The 
first part comprises the former Federal 
Water Power Act of 1920, with certain 
amendments thereto and controls the l- 
censing of water-power projects on gov- 
ernment lands and on streams under the 
jurisdiction of the United States. The 
second deals with the regulation of elec. 
tric utility companies engaged in the 
business of transmitting or selling elec. 
tric energy in interstate commerce. It 
is the second part that especially engages 
our attention. The fundamental regula- 
tory provisions of this act are confined 
to those already in force and adjudicated 
in the Federal field of railroad regula- 
tion under the Interstate Commerce 
Commission. 


Bien Power Act, however, does not 
extend Federal jurisdiction so far 
as the Interstate Commerce Act. Un- 
der it there can be no such control of 
local rates as occurs in conformity with 
the Shreveport Case under which state- 
fixed local railroad rates may be super- 
seded by federally determined rates. 
However, one may see the wisdom be. 
hind the Shreveport Case where local 
and interstate services have developed 
immediately and equally; and where 
specific rail rates never have been and 
perhaps from a practical standpoint 
never can be fixed on a basis of property 
used and useful in the service. But, in 
the case of electric utilities the condi- 
tions have been the reverse. The early 
development of electric service has been 
geographically of a local nature in all 
its phases ; generation, transmission, and 
distribution, and subject, therefore, to 
local regulation. The rail and electric 
service are entirely different in economic 
character. The rail performs only one 
function — transportation. Normally, 
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electric service produces, transports, dis- 
tributes, and sells as a combined process. 
Until recent years, however, this was 
almost wholly intrastate in character. 
Gradually interstate movement of power 
began to increase, being induced by the 
increasing use of the commodity; the 
development of hydro power far re- 
moved from the center of distribution; 
the scientific improvements in the trans- 
mission of energy, and the single owner- 
ship or control of power systems, spread 
over more than one state. By 1933, near- 
ly 18 per cent of power generated was 
transmitted across state lines. No doubt 
this percentage will continue to increase, 
but however much it may grow there 
seems no reason to believe it will ever 
attain a significance that will necessitate 
a Shreveport treatment so far as local 
electric regulation is concerned. It is, 
nevertheless, an important thing to the 
states that the Federal government now 
steps in to control the wholesale price of 
interstate power where, as determined 
by the Supreme Court in the Attleboro 
Case, neither the state from which the 


power was transmitted nor the state in- 
to which it was received can exercise a 
control to protect its people against un- 
just or discriminatory rates. 


HILE the question of rates gen- 

erally looms high in the considera- 
tion of utility regulation, as a matter of 
fact service is of equal if not more con- 
cern to most consumers. With this in 
view the law provides for the filing of 
complaints and the determination and 
enforcing by the commission of proper, 
adequate, and sufficient service on the 
part of interstate carriers. This is a 
provision of the law which probably will 
be among the least used, for the rapid 
growth toward universal use of power 
and development of the codrdination of 
facilities will remove many impediments 
that purely local service has encountered 
in the past. In this connection one of 
the most important functions of the 
commission is that of encouraging the 
voluntary interconnection and codrdina- 
tion of power facilities with the ultimate 
power upon complaint of a state com- 


mission or an electric utility to compel 
such codrdination of use where the pub- 
lic interest demands. The less frequent- 
ly such a compulsory power is formally 
exercised and the oftener such codrdina- 
tion can be accomplished by volunta 
codperation, the more satisfactory will 
be the public service. 

The foundation of sound regulation 
lies in the true and proper accounting of 
all the transactions involved in financ- 
ing, building, and operating the utility. 
Under the law the Federal Power Com- 
mission is empowered to prescribe the 
accounts and records that shall be kept 
by electric public utilities where neces- 
sary and appropriate for the administra- 
tion of the act. It is specifically provid- 
ed that the utilities are not relieved from 
keeping such accounts and records as 
may be prescribed by state law or state 
authority. 


| pre of the extreme importance 
of the accounting system itself and 
the great advantage to be gained from 
the standpoint of economy to the utili- 
ties and regulatory bodies, as well as 
usefulness to the public generally, the 
commission has approached this task 
in the hope that a system of accounts 
might be prescribed which would be uni- 
versally adopted by the states. This 
would mean that all electric utilities, 
whether or not under the jurisdiction 
of this commission, would follow one 
system and would insure the recording 
and publishing of comparable statistics. 
Other attempts have been made to ac- 
complish this and such failures have 
laid a basis now for success. In 1934, 
the National Association of Railroad 
and Utilities Commissioners appointed 
a committee consisting of the best ac- 
counting minds of the country, to work 
on such a system. The chief accountant 
of the Federal Power Commission sat 
as a member of that committee. It was 
the desire and determination of the Na- 
tional Association and of the Federal 
Commission, that an accounting system 
should be devised that could be general- 
ly adopted. Upon the passage of the 
Public Utility Act of 1935, a full codp- 
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erative program was worked out be- 
tween the National Association, the 
Federal Power Commission and the Se- 
curities and Exchange Commission. 
Under this the National Association 
postponed action on the report of the 
committee made to the National Con- 
vention in 1935, and all forces joined in 
an effort to more fully perfect the pro- 
posed system of accounts. A few states, 
notably New York and Wisconsin, had 
done advance work in this field. 


s the combined effort progressed 
much work was done by individual 
commissions and there were held numer- 
ous and extended conferences of repre- 
sentatives of the states and Federal au- 
thorities. All of the states were con- 
tacted and their advice obtained. Util- 
ities were given full opportunity to pre- 
sent their suggestions, both in written 
brief and oral conference. As a result, 
on June 16, 1936, the Federal Power 
Commission adopted the uniform sys- 
tem of accounts which had been ap- 


proved by a large majority of the con- 
ference representatives of the commis- 
sions and which was later adopted for 
reference to the National Association by 
the executive committee of that asso- 


ciation. Where differences existed be- 
tween the conference members they 
were on details rather than fundamen- 
tals. The future promises fulfilment 
of the desire for accounting uniformity. 

In the drafting of the Federal Power 
Act meticulous care was taken to pre- 
serve all the power of the states that 
was or could be exercised by them in the 
absence of Federal regulation. Wheth- 
er anything along this line was over- 
looked is not apparent on the face of the 
act. Administration of the law will 
bring out any such defects. Adminis- 
tration also will demonstrate if the 
omissions of provisions for occupancy 
by the Federal government allowed at 
the time because of seeming interference 
with state regulation, may in reality 
leave gaps in the control. 


HERE are two such questions which 
might be raised. No provision is 


made, as is usual in regulatory meas. 
ures, for the control of abandonment of 
service and property. There is no doubt 
about the power of Congress to control 
abandonment of interstate service and 
property and it has done so in the case 
of railroads since 1920. Whether state 
jurisdiction adequately can be extended 
to regulate facilities and service of a 
purely interstate character, is open to 
serious question. There is no doubt the 
state may police interstate utilities in 
some respects. But if the state cannot 
regulate such interstate business as to 
rates and service, upon what legal basis 
may it control as to abandonment? The 
other instance relates to the issuance of 
securities. The law provides that the 
Power Commission shall have jurisdic- 
tion of such issuance except in the case 
of a “Public utility organized and op- 
erating in a state under the laws of 
which its securities issues are regulated 
by a state commission.” In the past 
considerable administrative difficulty has 
been encountered by the state in passing 
upon securities covering properties in 
one or more other states. Where there 
are substantial property interests in each 
state the difficulty has been present 
whether or not the utility was incorpo- 
rated in the acting state. The above 
provision of the Federal Power Act will 
allow complete regulation of the inter- 
state transaction only where the state 
has no authority over a utility organized 
and operating within its jurisdiction. 
In 1935, there were 18 of such states 
comprising generally those of lesser im- 
portance from the electric utility stand- 
point. This leaves the bulk of securities 
regulation in the same condition as has 
obtained heretofore. Undoubtedly much 
good could be accomplished by recipro- 
cal and codperative arrangements be- 
tween the states and by uniformity of 
their laws. Whether these or other 
means can take the place of a fuller 
occupancy of the field by Federal au- 
thority, remains to be demonstrated. 


HE regulation of rates by the Fed- 
eral Commission raises the same 
froblems as obtain in state regulation, 
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except, the highly complicated question 
The Federal 
feld is confined to wholesale rates and 
while the questions of justness, reason- 
ableness, and discrimination will arise, 
the problem is simplified by the limita- 
tion on the number and character of 
rates, and the fact that they will gen- 
erally be embodied in individual con- 
tracts. But, as a whole, the problems of 
the states and this commission are simi- 
lar. To a large degree they are joint 
problems. They are made so by the 
terms of the law. While strict lines of 
demarcation are drawn to keep the Fed- 
eral Commission off state reservations, 
the whole theory of the act demands the 
joint functioning of the two jurisdic- 
tions. The provisions for codperation 
are more extensive here than in other 
Federal regulatory acts, going to the 
extent of providing for the use of Fed- 
eral experts when needed by the state 
bodies. The states and this commission 
are fostering this spirit of codperation 
as has heretofore been indicated, and 
much depends upon the completeness of 
such relation. 

The most important thing in regula- 
tion is a simplification of the processes 
in reaching results. An important step 
will have been taken in the unification 
of accounting practices. But this only 
will be a start in the right direction. 
This commission is very desirous that 
Federal and state authorities working in 
unison may develop standards of regula- 
tory practice that will greatly reduce the 
cost and time consumed in rate matters. 
Regulation to be properly effective must 
be immediate, whether rates are to be 
increased or decreased. 


[ ¥-- most disturbing element in reg- 
ulation facing both state and Fed- 
eral commissions, is the establishment 
of a property base upon which return 
to the utility shall be determined. The 
Supreme Court has said that this base 
shall be the fair value of the property. 
That means that the regulatory body is 
faced with the problem of determining 
rates by using two constantly changing 
and unknown quantities, fair value, and 


rate of return. Added to this problem 
is the theory of reproduction cost new. 
There is no practical reason why the 
property base should not be a known 
and stable quantity and the rate of re- 
turn estimated and allowed to fluctuate 
sufficiently to produce revenue ample 
to take care of the utility service require- 
ments. There is no difference so far as 
property interest is concerned if 5 per 
cent is allowed on $100,000 or 10 per 
cent on $50,000. The main purpose is 
to provide adequate funds. But such 
a procedure is not as yet sanctioned. 
Under the legislative standards that the 
Supreme Court has imposed upon regu- 
latory bodies, in order to carry out its 
idea of judicial determination, there has 
been laid upon such bodies an impracti- 
cable and, in most cases, an impossible 
practice. Many, many times has that 
court frowned upon the use of unproved 
theories, abstract fancies, and specula- 
tive formulas, “at war with realities,” 
and yet, if there is one method of valua- 
tion that is impregnated with just such 
uncertain things it is reproduction cost 
new, which the court practically has said 
is the criterion for determination of fair 
value. 


Gp word “practically” is used be- 
cause the court has not expressly 
announced such a determination, but it 
has intimated it so strongly and has 
failed so singularly to give material 
weight to other criteria, that most lower 
Federal courts and most state commis- 
sions take it for granted that the court 
has so determined. Now, two of the 
states in the past have not followed this 
intimation of the Supreme Court. 
Massachusetts has adhered strictly to 
the cost basis and has not bothered with 
the courts. California, where your 
speaker was a member of the regulatory 
body for eleven and one-half years, up 
to the time he left, took no exception to 
the theory of fair value as such, and 
applied present market or fair value to 
such part of the property as could rea- 
sonably be so valued as of any date, 
namely, land. But land is only about 5 
per cent of the total of most utility 


545 











PUBLIC UTILITIES FORTNIGHTLY 


property. For the rest of the property 
that commission took historical cost as 
the best legislative criterion for rate- 
making purposes. This seemed a logical 
thing to do inasmuch as cost, in good 
business practice, is recorded and cer- 
tain, and in a growing and developing 
industry reflects the mean of changing 
price levels, thereby indicating not only 
investment but, over a period of time, 
a reasonable fair value, and further be- 
cause it is a simple, inexpensive, and ex- 
peditious criterion. And, in order to 
escape as far as possible from the in- 
ferno of depreciation, the California 
commission used an undepreciated rate 
base with a correlative adjustment in 
expense. 


NDER this procedure the utilities of 

California have prospered for over 
twenty years, completely invalidating 
the lamentations of those who predict 
gloom for the industry from the aban- 
donment of reproduction cost new. They 
have been able easily and adequately to 
finance; have been operating on low 
rates to consumers; have built strong 
reserves; and have given good service. 
During all of that period with only two 
or three exceptions the utilities have ac- 
quiesced in this method. Evidently 
their properties have not been confiscat- 
ed. Therefore, it may be said that that 
procedure has been proven to be a means 
of obtaining legal results. When the 
Los Angeles Gas and Electric Corpora- 
tion Case, in which rates had been fixed 
on the California historical cost basis, 
was decided in favor of that commission 
on May 8, 1933, many of us thought a 
turning point had come and that the 
future was bright for the application of 
practical methods in regulation. Fol- 
lowing that decision the Los Angeles 
Company refunded impounded money 
and within three months voluntarily re- 
duced its rates below those fixed by the 
commission, and has since followed pe- 
riodically with other reductions. Evi- 
dently the projection of rates into the 
future by the commission under the his- 
torical cost method did not bring about 
confiscation of that property, and cer- 


tainly the Supreme Court was amply 
justified in upholding the California 
commission’s findings. 

Three years later, however, we were 
startled by the decision in the Baltimore 
Telephone Case. While the Maryland 
commission seemed to have followed as 
closely as humanly possible the pro- 
nouncements of the court up to that 
time, in determining the value of the 
utility property, whether it did so, how- 
ever, is not nearly so important as is the 
holding of the court, that it would not 
consider the confiscatory character of a 
rate order of a state commission, unless 
the record showed that the commission 
had arrived at its results by the long, 
expensive, and circuitous route of hav- 
ing before it, and carefully weighing, 
all the elements the court has declared 
as proper for consideration in determin- 
ing rates. 


ow just what are commissions to 

do, faced as they seem to be, with 
either impossible procedure or defeat in 
the higher court? A bird’s-eye view 
of the situation would indicate that not 
only the commission but the court itself, 
needs some help. Where there is a 
wrong (and a great wrong is being im- 
posed on regulation) there should be a 
remedy. 

It is my personal conviction that 
there is a substantial remedy which 
may be applied and I will have the 
temerity to suggest it to you today. It 
is that the Judicial Code again be amend- 
ed, this time by providing: 

First: That where, after proper no- 
tice and opportunity for hearing, rates 
fixed by a Federal or state commission 
are found by a court to produce a fair 
return upon the original or historical 
cost of the property devoted to and use- 
ful in the public service, the evidence 
supporting such finding shall constitute 
prima facie proof that such rates are 
just and reasonable. 

Second: That no such order of an 
administrative commission shall be set 
aside, modified, enjoined, suspended, or 
restrained by any court upon constitu- 
tional grounds unless the court shall 
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find that such rates are confiscatory. 

The first provision establishes a rule 
of evidence which unquestionably may 
be imposed upon the judiciary, and indi- 
cates a criterion upon which the consid- 
eration of rates may be stabilized. The 
second constitutes a legislative interpre- 
tation of the rights of the regulatory 
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body and the consumer to a decision 
upon the merits of a case rather than 
upon procedural technicalities. 

Legislation of this character to my 
mind is imperative if full and proper 
effect is to be given to the Federal Pow- 
er Act and the regulatory laws of the 
states. 





The Regulation of Public 


By HENRY C. 


7S development of public utility 
regulation in the United States has 
been most rapid since the beginning of 
the century and, like most expending 
governmental functions, its progress has 
been frequently impeded by abundant 
criticism and controversy. Possibly no 
theory of rate regulation has been more 
thoroughly discussed than our Massa- 
chusetts rule, based upon an adequate 
return on the capital paid into a utility 
by its stockholders, sometimes referred 
to as the “prudent investment” theory. 
Because this theory has not generally 
found favor with other regulatory 
bodies and perhaps, too, because a ma- 
jority of the United States Supreme 
Court has been unwilling to recognize 
it, there has been a common misconcep- 
tion of its origin and the sound principle 
upon which it is based, leading to the 
belief by some that it is to be classed 
with the nostrums of latter-day quacks 
and theorists. 

The truth is, however, that the Massa- 
chusetts system of rate regulation ante- 
dates all others in America. It has 
stood the test of time. On the whole, it 
has dealt fairly with those using the 
service while preserving the integrity 
and stability of the utility companies’ 
investments. Massachusetts, I think it 
can safely be asserted, was the first state 
of the Union to attempt the regulation 
of public utilities, which in the begin- 
ning it did by direct action of the leg- 


* Member of the Massachusetts Department 
of Public Utilities. 





Utilities in Massachusetts 
ATTWILL* 


islature. In 1804 an act was passed 
regulating turnpike companies by fixing 
rates for use of the turnpikes and pro- 
viding for the lodging, within six 
months of the erection of their gates, of 
the cost of the turnpike and the exhibi- 
tion annually to the governor and coun- 
cil of a true account of their income or 
dividends, with their necessary annual 
disbursements on the road. 

It was provided, also, that when it 
should appear to the satisfaction of the 
legislature that the income of the road 
had “compensated the corporation for 
all money that had been expended in 
purchasing lands for the road and in 
making, repairing, and taking care of 
the same, together with 12 per centum 
by the year,” the corporation might be 
dissolved and the property of the road 
should be vested thereupon in the com- 
monwealth. 


Wa the generation next follow- 
ing, the coming of the railroads, 
bringing a new era in travel and trans- 
portation, saw the incorporation of this 
same common-sense rule with respect to 
their operation. Soon after the building 
of the first of our Massachusetts rail- 
roads, the legislature took steps to pro- 
vide for a record of their construction 
costs, their receipts and expenditures, 
by requiring the companies to submit 
annual reports thereof. It made provi- 
sion also that the commonwealth might 
purchase any railroad, after the expira- 
tion of twenty years from its opening 
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for use, by paying for the property a 
price sufficient to reimburse the compa- 
ny the amount of capital paid in, with a 
net profit thereon of ten per cent per an- 
num from the time of payment by the 
stockholders until the time of the pur- 
chase. 

These provisions were adopted in 
1836, and this plan for the prospective 
purchase of a railroad by the public be- 
came known as the “Recapture Clause.” 
It may be seen that the enactment of this 
statute was an extension of the princi- 
ples adopted thirty-two years before in 
relation to turnpikes. The underlying 
thought was that stockholders in such a 
utility did not have an absolute right or 
title to the property acquired by their 
capital, but that it was held in trust for 
the public and that the stockholders, 
having devoted their money to the pub- 
lic use, were entitled to a return—not 
upon the value of the property employed 
in such a service, but upon the invested 
capital itself. 


A early as 1842, in the case of Wor- 


cester v. The Western R. Corp.? 
it was said by that great Chief Justice of 
our supreme judicial court, Lemuel 
Shaw: 

It is true, that the real and personal prop- 
erty, necessary to the establishment and 
management of the railroad, is vested in the 
corporation; but it is in trust for the public. 
The company have not the general power of 
disposal, incident to the absolute right of 
property; they are obliged to use it in a 
particular manner, and for the accomplish- 
ment of a well-defined public object. 


In 1846 the legislature established 
the first uniform classification of ac- 
counts for railroads by providing the 
form in which they should make their 
annual reports to the legislative body. 
In 1858, it further provided for a form 
of reports to be made by horse or street 
railway corporations, which form was 
changed from time to time until 1871, 
when street railways were required to 
make their returns to the board of rail- 
road commissioners, which had been es- 
tablished in the intervening period. In 


14 Metcalf, 564. 


1874 the railroads also were require( 
to make their returns to that boar 
which was given the power to determing 
their form. 

Our legislature had been prompt to 
recognize the necessity for regulation of 
capital in order to insure against the 
watering of railroad stocks, enacting a 
statute in 1852 which provided that no 
railroad corporation thereafter organ- 
ized, nor any then obtaining an exten- 
sion of time for the construction of its 
road, should 

issue any stock for a less sum or amount, 

to be actually paid in on each, than the par 

value named in its charter. 


Later provisions were enacted relative 
to issues of stock by railroads and street 
railway companies, all of them designed 
to insure the issuance of stock at not 
less than par and to be paid in cash. 

Gas companies, until 1855, were or- 
ganized by special charter, but in that 
year provision was made for their or- 
ganization under General Laws, subject 
to the laws relating to manufacturing 
corporations, which brought them like- 
wise under the prohibition against issu- 
ing shares of stock for less than their 
par value. 


a 1868, the legislature provided 


that no railroad corporation, telegraph or 
gas light company, chartered under the 
laws of this commonwealth, shall hereafter 
declare any stock dividend, or divide the 
proceeds of the sale of stock amongst its 
stockholders, nor shall such corporation 
create any additional new stock, or issue 
certificates thereof to any person whatever, 
unless the par value of the shares so issued 
is first paid in cash to the treasurer of the 
corporation. 


In 1894, this statute was amended to 
include telephone, electric, aqueduct, and 
water companies and to apply to scrip as 
well as stock. 

This statute has played a very im- 
portant part in the regulation of utili- 
ties in Massachusetts, for the reason 
that commissions have felt that the stat- 
ute, in spirit at least, prohibited them 
from approving the issuance of stock 
or bonds for the purpose of reimbursing 
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the company for additions and improve- 
ments paid for by earnings. Thus in 
‘i Massachusetts it has not been the prac- 
tice to approve the issue of stock or 
bonds, as is the practice in other states, 
to reimburse the company’s treasury for 
expenditures made for additions and im- 
provements. 

This history, I think, disposes of the 
notion held by some that the Massa- 
chusetts principle that the regulation of 
rates should be guided by the amount of 
capital honestly and prudently invested 
by the stockholders, rather than by the 
value of the property employed, is of re- 
cent origin. It will be seen that it has 
been the basis governing successive acts 
of the legislature for now 132 years. 


the result of the view held consis- 
tently throughout that time that a public 
utility, given special privileges as it is, 
including the sovereign power of 
eminent domain, is a government agen- 
cy, where the capital is devoted to a 
public purpose, which is carried on 
through a quasi private management, 
and that those who contribute the capital 
should be compensated for its use by the 
public. Provisions regulating the issue 
of stock for cash and for not less than 
the par value thereof were largely in- 
fluenced by the thought that the par val- 
ue of the outstanding stock, plus the 
long-term indebtedness, would usually 
furnish a fair measure of the cost of the 
plant employed in the undertaking. 
The regulation by commission began 
in 1869, with the establishment of a 
board of railroad commissioners. The 
board was given general supervision 
over railroads and street railways. It 
had no power to order changes in rates 
or service until 1913, when its name was 
changed to that of the public service 
commission. In these respects it was 
limited to making recommendations. 
Nevertheless I understand it to be true 
that during this period of over forty 
years all but one of its recommen- 
dations were adopted. This splendid 
record has led many people to believe 
that this method of regulation was 


f Boe statutes undoubtedly were 


superior to that which now obtains. 


r 1885, the board of gas commission- 
ers was established. This board was 
given general supervision over corpora- 
tions engaged in the manufacture of gas 
for lighting and fuel, and such corpora- 
tions were required to make annual re- 
turns of their financial condition to the 
board. In 1887, it was given jurisdic- 
tion over electric companies to the same 
extent exercised over gas companies and 
its name was changed to that of the 
board of gas and electric light commis- 
sioners. The board was not given gen- 
eral power over rates. It was given the 
power, however, upon complaint of the 
mayor of a city, the selectmen of a town, 
or twenty customers, to order a reduc- 
tion in the price of gas or an improve- 
ment in its quality. In 1888, it was pro- 
vided by law that the maximum price of 
gas fixed by the board should not be 
increased except upon application to the 
board. This provision later was extend- 
ed to electric companies and remained 
the law in relation to fixing the price of 
gas and electricity until 1927. In 1886, 
gas companies were required to keep 
their books and accounts in such form as 
the board should require and provision 
was made that the board, upon petition, 
might order a company to supply serv- 
ice. These provisions were extended to 
electric companies in 1887. 


TATUTES were passed in 1893, and in 
1894, requiring railroads, railways, 
gas, electric, aqueduct, and water com- 
panies, and corporations transmitting in- 
telligence by electricity, whenever they 
proposed to increase their capital stock 
in excess of 4 per cent of the stock then 
outstanding, to first offer such stock 
proportionately to their stockholders at 
not less than its market value at the time 
of increase. The market value was to be 
detemined by the board of railroad com- 
missioners in the case of railroad and 
street railway companies, by the board 
of gas and electric light commissioners 
in the case of gas and electric companies, 
and by the commissioner of corporations 
in the case of aqueduct, water compa- 


549 





PUBLIC UTILITIES FORTNIGHTLY 


nies, and corporations engaged in the 
transmitting of intelligence by electric- 
ity. It was provided also that any bal- 
ance not subscribed for by the stock- 
holders should be sold at not less than 
the par value of the stock at public auc- 
tion. 

In 1908, the legislature decreed that 
any railroad, street railway, electric rail- 
road, or elevated railway company 
should upon any increase of its capital 
stock offer the new shares proportion- 
ately to its stockholders at such price, 
not less than its par value, as might 
be determined by the stockholders. It 
was provided, also, that the board of 
railroad commissioners might refuse to 
approve any particular issue of stock if, 
in the opinion of the board, the price 
fixed by the stockholders was so low as 
to be inconsistent with the public in- 
terest. 

In 1909, it was enacted by statute that 
a gas or electric light company should, 
upon any increase of its capital stock, of- 
fer the new shares proportionately to its 
stockholders at such price, not less than 
the par value thereof, as might be de- 
termined by its directors, and that the 
board of gas and electric light commis- 
sioners, if, in their opinion, the price set 
by the directors was so low as to be in- 
consistent with the public interest, might 
determine the price at which such shares 
should be issued. 


n 1913, when the name of the board 
of railroad commissioners was 

changed to that of the public service 
commission, its powers were materially 
enlarged. It was given general jurisdic- 
tion over railroads, street railways, and 
steamships, including express service 
and car service maintained upon or ren- 
dered in connection with railroads, 
street railways, or steamships. It was 
given jurisdiction, also, over companies 
engaged in the transmission of intelli- 
gence within the commonwealth by elec- 
tricity. 

In 1914, water companies were made 
subject to the laws applying to gas and 
electric companies in the increase of cap- 
ital stock and in 1918, the power to de- 


termine the price at which new stock 
should be issued by companies engaged 
in the transmission of intelligence by 
electricity was taken from the commis. 
sioner of corporations and vested in the 
public service commission. 

The public service commission and 
the board of gas and electric light com- 
missioners were consolidated in 1919, 
to form the present department of pub- 
lic utilities. It will be noted that the 
department’s jurisdiction at the time of 
its organization was not the same as to 
gas and electric companies as it was in 
relation to railroads, street railways, and 
companies engaged in the transmission 
of intelligence by electricity. In the 
regulation of rates of gas and electric 
companies it had no initiative and its 
power largely was limited to fixing, up- 
on petition, the maximum price at which 
gas or electricity should be sold. 


M** additional powers have been 
conferred upon the department 
since its organization, substantially all 
of which have been upon its own recom- 
mendation. Among the most important 
of these, in my opinion, were the follow- 
ing: An act authorizing the depart- 
ment to order companies under its juris- 
diction to set aside from earnings allow- 
ances to a depreciation fund and to pre- 
scribe requirements for the creation and 
maintenance of the fund and the uses 
to which it should be devoted; an act 
passed in 1923, authorizing electric com- 
panies to codperate in the establishment 
of generating plants to supply them with 
electricity ; an act passed in 1926, pro- 
hibiting any electric company from en- 
tering into a contract for the purchase 
of electricity for periods in excess of 
three years without the approval of the 
department, unless the contract con- 
tained a provision subjecting the prices 
at which electricity was to be sold under 
the contract to review and determination 
in any proceeding involving the rates of 
the company ; an act passed in 1927, giv- 
ing the department general jurisdiction 
over rates of gas, electric, and water 
companies, with provision for filing of 
their rates; and an act passed in 1929, 
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providing a more convenient method by 
which cities and towns might establish 
municipal plants; and an act passed in 
1932, prohibiting gas and electric com- 
panies from lending their funds without 
approval of the department. 


HESE provisions, other than the act 
Ta 1927, I think are somewhat 
unique in rate regulation. The act of 
1921, giving the department power to 
make orders relating to depreciation, is, 
in my opinion, the most important act 
that has been enacted in Massachusetts 
in the interest of sound utility regula- 
tion since the act of 1868, prohibiting 
stock dividends or the use of money not 
earned in the payment of dividends. 
Proper provision for depreciation sel- 
dom is attained by public utilities and 
the public attitude toward the creation 
of a proper depreciation reserve gener- 
ally has prevented its achievement. 

To my mind, the theory of account- 
ants and engineers that depreciation 
reserves are established to take care of 
the depreciation and obsolescence of 
property is too limited a view of their 
purpose. 

I believe that a depreciation reserve 
should be looked upon as an insur- 
ance fund to preserve the integrity 
of the stockholders’ investment. It 
should be substantial enough not only 
to provide for replacing worn out and 
obsolete parts, but to meet the require- 
ments of progressive changes in the 
art of carrying on the purposes of the 
undertaking. Looking at it in this way 
I am opposed, naturally, to the idea 
that stockholders are entitled to a re- 
turn upon that part of the property 
employed represented by the depreci- 
ation reserve. The public, having cre- 
ated such an insurance fund by their 
contributions, ought not to be required 
to pay a return upon it. It has not 
been the practice of Massachusetts to 
allow a return upon the depreciation 
reserve and I doubt that it ever will be. 
With the power given the department 
under the 1921 act, it is in a position 
to order specific amounts to be set aside 
for depreciation at specified times prior 


to the payment of dividends, in cases 
in which it appears the provisions for 
depreciation are inadequate. 


SB act of 1923, authorizing the 
establishment of codperative gen- 
erating plants, is an answer to those 
who argue that holding companies are 
necessary for the development of the 
electric industry. 

The growing control of our electric 
companies by holding companies and 
the cases of Houston v. Southwestern 
Bell Teleph. Co.* and Missouri ex rel. 
Southwestern Bell Teleph. Co. v. Public 
Service Commission,’ which seemed to 
indicate that contracts between a holding 
company and its subsidiaries could not 
be disregarded by regulatory bodies 
merely because the holding company 
controlled both sides of the bargain, 
brought about the passage by our leg- 
islature of the act of 1926. It was felt 
by my associates and myself that the 
situation could be controlled by pre- 
scribing what contracts the operating 
companies in Massachusetts, all of 
which are incorporated under laws of 
the commonwealth, could make. In 
1930, the period for which contracts 
for the purchase of electricity could be 
made without the approval of the de- 
partment was further limited to two 
years and the provisions of the act were 
extended to gas companies. 

The 1929 act, providing a more con- 
venient method for cities and towns to 
establish municipal plants to supply 
their inhabitants with gas or electric- 
ity, grew out of successive recommen- 
dations by the department for the es- 
tablishment of contracts with companies 
by which, in exchange for a readjust- 
ment of the capital of the companies 
and the issue of stock thereafter at par, 
the companies would agree that the 
state might regulate their rates as it 
should determine, so long as such reg- 
ulation should not prevent the com- 
pany from paying dividends sufficient 
to maintain the market value of its 
stock at par. 


#259 U. S. 318, P.U.R.1922D, 793. 
8 262 U. S. 276, P.U.R.1923C, 193. 
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¢ p= recommendations by the de- 
partment resulted from increasing 
activity by holding companies in pur- 
chasing stock in operating companies 
doing business in the commonwealth. 
Two decisions of the commission were 
under attack in the Federal courts, and 
it was felt that the Massachusetts pol- 
icy of regulation was in peril. The 
commission had some misgivings as to 
a contract bill, as experience had tend- 
ed to show that contracts with the state, 
as a practical matter, usually bound 
only the state. Finally, in 1929, Hen- 
ry L. Shattuck, who was then a 
member of the legislature, suggested a 
substitute bill, which the commission- 
ers felt was superior to the contract 
bill. The bill, as drawn by Mr. Shat- 
tuck, passed the house, but amend- 
ments made by the senate somewhat 
impair the efficiency of the act. As 
time goes on, I feel confident that the 
changes made by the senate will be 
modified and that the act eventually will 
be restored substantially to the form 
drawn by Mr. Shattuck. In substance, 
the act provides that when a city or 
town has voted, as required by law, to 
establish a municipal lighting plant, it 
may purchase from the company then 
supplying its inhabitants with elec- 
tricity such portion of the plant of the 
company situated in the community as 
the municipality desires and upon such 
terms as may be agreed. Upon failure 
to agree within 150 days, either the 
municipality or the company may ap- 
ply to the department for a determina- 
tion of what property ought, in the 
public interest, to be included in the 
purchase and what price should be paid. 
If within thirty days of the determina- 
tion of the department the company 
shall notify the municipality of its ac- 
ceptance and within a further thirty 
days shall tender a good and sufficient 
deed of conveyance to the municipal- 
ity, the municipality shall have sixty 
days in which to accept or reject the 
deed; and if it accepts, shall have a 
further sixty days to pay the price de- 
termined. A rejection of the tender 
shall act as a rescission of all votes 


taken by the municipality to establish a 
municipal plant. If the company fails 
to file an acceptance of the determina- 
tion of the department, the municipal- 
ity may proceed to establish a munici- 
pal plant without purchasing any prop- 
erty from the company. Thus, if the 
people of a given community think that 
they are being treated unfairly by an 
electric company, the door is open to 
them to supply the service themselves, 


HE act of 1932 was a result of a 

growing practice by holding com- 
panies of securing loans from operat- 
ing companies, the control of whose 
stock they had acquired and whose 
credit, as a usual thing, was superior 
to that of the holding company. 

All of these provisions of law were 
designed to maintain the traditional 
policy of the commonwealth in the 
regulation of public utilities. With 
these provisions and the power to dis- 
regard, in determining rates, the excess 
of any payments made for manage- 
ment or other services above those 
found to be reasonable as operating 
expenses, the department has not be- 
lieved it necessary to support meas- 
ures designed to regulate holding com- 
panies and the securities issued by 
them. If we succeed in regulating the 
operating company effectively, the ac- 
tivity of the holding company can have 
but slight effect upon the rates and 
service, which, primarily, it is our ob- 
ject to regulate. 

The provisions of law which require 
the issue of stock at prices found to be 
not so low as to be inconsistent with 
the public interest have been the cause 
of some embarrassment in the regula- 
tion of rates. They result, in some in- 
stances, in the payment of what appear 
to be excessive dividends, but which in 
fact are not, considering that dividends 
are declared upon the par value of the 
stock. To illustrate: 


eb Edison Electric Illuminating 
Company of Boston is now pay- 
ing dividends of 8 per cent upon the 
par value of its stock. Actually they 
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amount to less than 5 per cent upon 
what actually has been paid in by 
stockholders for the outstanding stock, 
the average being about $169 a share, 
the extra $69, of course, representing 
the premium at which it was sold. In 
many other electric companies which in 
years past adopted a more conservative 
policy than that of the Edison, this sit- 
uation is much more marked. Again, 
in some instances it has resulted in a 
kind of equitable capitalization of a 
part of the surplus of the company, as 
a public board necessarily finds it dif- 
ficult to assert that shares are worth a 
certain value at one time, requiring 
them to be sold at that value, and di- 
rectly afterward, when determining 
reasonable rates to be charged by the 
company, to determine that they are of 
a much lower value. As these laws 
are not generally understood by the 
public, the department has been per- 
sistently criticized, and by some who 
should know better, on the ground 
that it has permitted extortionate rates, 
resulting in the payment of excessive 
dividends. In 1922, a majority of the 
commission, of which I was one, rec- 
ommended the repeal of these statutes, 
but the legislature determined other- 
wise. Whatever may be said in crit- 
icism of these provisions of law, I be- 
lieve, on the whole, during the more 
than forty years they have been in ef- 
fect, that as a practical matter they 
have not worked badly. It must be 
borne in mind that they were passed 
before the decision of Smyth v. Ames 
was even dreamed of, and at a time 
when regulatory bodies had no control 
over the depreciation reserves of the 
companies. These laws encouraged 
the thrifty New England habit of mak- 
ing provision for the rainy day, as they 
resulted in the building up by most 
companies of splendid surpluses which 
were “plowed” back into the properties 
and which was but another way of 
making provision for depreciation. 
They reduced to a very marked extent 
the amount of stock and bonds upon 
which dividends and interest were re- 
quired to be paid. 


Pryre ccna of the Massachusetts 
system of regulation have been 
made at times that it does not readily 
lend itself to reduction of rates in pe- 
riods of depression and hard times. I 
think this is true. Based as it is upon 
the theory that a utility company is per- 
forming a public service which other- 
wise might properly be performed by 
the state, or its subdivisions, it is con- 
fronted with the same problems with 
which cities and towns are confronted 
in times of depression in relation to 
their taxes. Unless the utility can re- 
duce materially its operating expenses, 
or increase the volume of its business 
in such periods, reductions of rates 
usually are not warranted, except by 
the extent to which it can be found 
that less dividends are required to 
maintain its stock at approximately 
the amount that has been paid into the 
treasury for it. As a matter of fact, 
operating expenses of utilities in times 
of depression seldom materially de- 
crease because of the vigorous increases 
in taxes imposed upon them during 
such periods. Thus it is true that in 
Massachusetts reductions in rates of 
utilities in the present depression have 
not been as frequent or as substantial 
as they were in the days of prosperity 
preceding the depression. 


O*% the whole, I believe Massachu- 
setts may well be proud of its 
For well over a 
half a century regulation by commis- 


regulation of utilities. 


sions has obtained. The men who have 
constituted the commissions have usual- 
ly been men of ability, actuated by a 
high sense of public duty. The poli- 
cies and practices of successive com- 
missions have been built up step by 
step upon the policies of their prede- 
cessors, except where it appeared that 
they were clearly in error, or to meet 
changed conditions, and with a recog- 
nition that in performing their func- 
tions their predecessors were actuated 
by conscientious and unselfish motives. 
Resort to the courts has been infre- 
quent. Applications by companies to 
the Federal courts in relation to rates 
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have occurred in only three cases, none 
of which went beyond the district 
court. 

In the seventeen years I have been 
connected with regulation in Massachu- 
setts only one order has been set aside 
and that by the supreme judicial court 
of the commonwealth. 

I know of no instance except one 
where it can be said in fairness that 
regulation in Massachusetts has in any 
way contributed to the financial disas- 
ter of a company. The credit of the 
companies under the regulation has 
stood high, as witness the flotation of 
the recent bond issue of $53,000,000 by 
the Boston Edison Company, for a pe- 
riod of thirty years, at a little over 3 
per cent, the lowest rate, I am advised, 
that has been secured in this country 
by a privately operated utility company. 


RITICISMS directed at the depart- 

ment recently that it has permit- 
ted “many electric companies through- 
out the period of 1922 through 1934” 
to obtain excessive earnings, and that 
the companies have been allowed to 
charge “what the tariff will bear,” are 
answered by the fact that the net earn- 
ings of few electric companies, if any, 
in the commonwealth are as large as 
the companies would be allowed under 
the Federal rule of regulation, and by 
the further fact that, on the average, 
the rates of companies supplying at 
least 70 per cent of the domestic cus- 
tomers of the state have been reduced 
to such customers, between the years 
1921 and 1935, inclusive, to those us- 
ing 50 kilowatt hours a month, 46.69 
per cent; to those using 40 kilowatt 


hours a month, 44.37 per cent ; to those 
using 30 kilowatt hours a month, 40.98 
per cent ; and to those using 20 kilowatt 
hours a month, 37.61 per cent. More- 
over, this was accomplished during a 
period when taxes, figured on cents for 
each dollar of income of the same com- 
panies, rose 19.51 per cent in the in- 
stance of the company where the in- 
crease was the least, to 194.23 per cent 
as to the company where the increase 
was the greatest, and 100.89 per cent 
upon the Edison Company of Boston, 
which by far supplies the largest num- 
ber of customers. 


| err hae peroney the number of mt- 
nicipal plants in the commonwealth 
in 1921 was 41, and the number of such 
plants on January 1, 1936, excluding a 
tiny plant on the island of Cuttyhunk, 
which supplies fifteen all-year-round 
customers and about thirty-four cus- 
tomers in the summer, was still 41. 
Two of those which were in business 
in 1921 have been sold. Four new 
plants were established in the period, 
two of which have been sold. Since 1927 
not a single new municipal plant has 
been established. If what the critics 
have to say about excessive rates is 
true, it seems strange that there has 
been such little growth in public own- 
ership and operation during the period, 
especially in view of the act of 1929 
making it so much simpler than for- 
merly to establsh a municipal plant. 

Whether regulation be successful or 
fail depends largely upon the character 
and courage of the men appointed to 
administer it. If made the football of 
politics it cannot succeed. 








A Public Ownership Congressman Prays for the Supreme Court 


wad * hur those nine men turn these mothers back into the dark, 
or drive them back to the wash-tub and the scrub-board, in 
order to gratify the cupidity of the Power Trust and enable them to 
continue to wring from the American consumers $1,000,000,000 a year 


in overcharges for electric lights and power? 
Washington, Benjamin Franklin, and Thomas A. Edison! 


Shades of George 
May your 


immortal spirits whisper to the Supreme Court as they consider this 
great question that affects the happiness and well-being of the American 


people for all time to come!” 


—James RANKIN, 


U. S. Representative from Mississippi. 
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MISSOURI PUBLIC SERVICE COMMISSION 


Public Service Commission of Missouri 


v 


Missouri Public husview Company 


[Case No. 7806.] 


Valuation, § 413 — Evidence — Reproduction cost — Detailed inventory. 

1. Greater weight was given to estimates made by Commission engineers, 
especially with reference to the reproduction cost of such items as poles, 
towers and fixtures, conductors and transformers in electric property, and 
the installation of mains and services of gas property and mains in water 
property, where the Commission engineers made more detailed studies and 
analyses than were made by company engineers before pricing the prop- 
erty, p. 11. 


Valuation, § 232 — Nonutility property — Coal mines. 

2. A coal mine owned by a public utility company and used exclusively 
by the company’s electric generating plants at certain points, no coal being 
sold to the general public, was considered as a separate enterprise producing 
and selling coal to the electric department, where the mine had not been 
considered as part of the used and useful electric property by company 
engineers and where Commission accountants, in arriving at the cost of 
production of electricity, included coal purchased by the electric department 
from the coal mine at market prices, p. 12. 


Valuation, § 143 — Overheads — Preliminary organization, legal, and miscel- 
laneous expenses. 
3. An allowance of 2.5 per cent for preliminary organization, legal, adminis- 
trative, and miscellaneous expenses of a combined utility was held to be 
adequate and to give sufficient consideration to the fact that the company’s 
properties were spread out over a considerable area, p. 13. 
1 15 P.U.R.(N.S.) 
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Valuation, § 124 — Overheads — Basis. 
4. An allowance for preliminary organization, legal, administrative, and 
miscellaneous expenses should be applied to the cost of reproduction of 
the property exclusive of land and easements and general equipment, p. 
13. 


Valuation, § 135 — Overheads — Engineering and superintendence. 

5. An allowance of 5 per cent on all items except land, easements, and 
general equipment for engineering and superintendence during construc- 
tion, as recommended by Commission engineers, was allowed in the case 
of a combined utility rather than 4 per cent on all items, including land 
and general equipment (but indicated as not provided for detailed plans, 
working drawings, and field supervision included in primary accounts) as 
recommended by company engineers, where the Commission had given 
greater weight to the Commission’s engineers’ estimate of cost of repro- 
duction of the various items of property, p. 13. 


Valuation, § 150 — Overheads — Taxes during construction. 
6. An allowance of .5 per cent on all items except easements and general 
equipment was held to be ample for taxes during construction in view of 
the fact that in actual construction taxes during construction are not always 
paid, p. 14. 

Valuation, § 140 — Overheads — Interest during construction. 
7. A construction period of one and one-half years for the property of a 
combined electric, gas, and water utility company as a whole was held to 
be sufficient, and an interest rate of 6 per cent was considered reasonable, 
p. 14. 

Valuation, § 124 — Overheads — Basis — Interest during construction. 
8. Interest during construction was allowed on all items exclusive of 
general equipment since these might reasonably be purchased at the end 
of the construction period, and the Commission included in the calculation 
all general overheads previously allowed, the Commission being of the 
opinion that since a number of parcels of land involved were small and 
could reasonably be purchased at different times during the construction 
period the interest calculation should not be on the theory that all land 
was purchased at the beginning of the construction period, p. 14. 


Valuation, § 93 — Accrued depreciation — Items depreciable — Overheads. 
9. No deduction was made for depreciation of preliminary organization, 
legal, administrative, and miscellaneous expenses, where the items (not 
being separable) were treated as an entirety, although administrative and 
miscellaneous expenses related to the physical property should be de- 
preciated, p. 15. 


Valuation, § 114 — Cost of financing. 
10. No allowance should be made for cost of financing, brokerage charge, 
bond discount, or any cost of obtaining money in arriving at reproduction 
cost, since any consideration of the cost of money is permissible only in 
estimating the investment or original cost of the property, p. 16. 
Valuation, § 332 — Going concern value — Separate allowance. 
11. No separate finding of going concern value was made, but considera- 
tion was given in arriving at the fair value of the plant to the character 
of physical plant, the management and personnel of the company, the rates 
being charged by the utility, and its operating status, p. 17. 
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Depreciation, § 47 — Automobiles and office equipment. 
12. An annual allowance of 10 per cent for a combined utility’s common 
property consisting primarily of automobiles and office equipment was 
approved, p. 18. 


Depreciation, § 51 — Electric property. 
13. An annual depreciation rate of 3 per cent for electric property was 
approved, p. 18. 


Depreciation, § 56 — Gas utility. 
14. A depreciation rate of 2.5 per cent for gas property exclusive of a 
transmission line was approved, p. 18. 


Depreciation, § 56 — Gas transmission line. 
15. An annual depreciation rate of 2 per cent for a gas transmission line 
was approved, p. 18. 


Depreciation, § 82 — Water property. 
16. A depreciation rate of 2 per cent for water property was approved, p. 
18. 


Depreciation, § 13 — Basis. 
17. Depreciation expense percentages were applied to reproduction cost, 
including general overheads but excluding land and easements, p. 18. 


Expenses, § 84 — Payments to related companies — Management fee — Effect 
of court action. 
18. The fact that a court having jurisdiction over reorganization proceedings 


of a public utility company had allowed a management fee paid to an 
affiliated company prompted the Commission to allow the fee as an operating 
expense, p. 19. 


Apportionment, § 9 — Management fee. 
19. A management fee paid to an affiliated company by a combined utility 
company was apportioned on the basis of operating expenses exclusive of 
annual depreciation requirement, p. 19. 


Expenses, § 92 — Rate case expense — Period of amortization. 
20. The period for amortizing rate case expenses should depend upon the 
history of the company, the amount to be amortized, and the burden upon 
the consumer by reason of the charge, p. 20. 


Expenses, § 92 — Rate case expense — Amortization. 
21. A 10-year period for the amortization of rate case expenses was held 
to be reasonable, p. 20. 


Return, § 16 — Right to earn. 
22. No downward adjustment in rates should be required when earnings 
produce less than the rate of return which the Commission allows, p. 


Rates, § 203 — Unit for rate making — Territorial divisions. 
23. It is inadvisable to single out certain communities and test the rates 
in those communities when the character of service furnished in the various 
towns is similar and there is no evidence of any special conditions existing 
in those towns calling for different rates, p. 20. 
3 15 P.U.R.(N.S.) 
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Rates, § 640 — Procedure — Charges on extension — Settlement by conference. 
24. Cases in which complaints are made against charges on rural extensions, 
when the amount of energy used by the consumer is very small, should 
be handled by conference with the Commission rate department rather 


than by directive orders, p. 21. 


(ANDERSON, Commissioner, dissents. ) 
[July 27, 1936.] 


| fagheorarepienaoe of rates of a combined electric, gas, and water 
utility company; property value determined, depreciation rates 
fixed, and motion by city for separate determinations denied. 


By the Commission: On October 
2, 1931, the Commission, on its own 
motion, instituted proceedings to de- 
termine the present fair value and 
proper operating charges of the Mis- 
souri Public Service Company. The 
Commission’s engineering department 
was directed to make an inventory and 
appraisal of the company’s property, 
and the accounting department was 
directed to audit the company’s books 
and records for the purpose of fur- 
nishing information to this Commis- 
sion that may be of use in the deter- 
mination of the present fair value of 
the property and the operating reve- 
nues and expenses. At the time this 
order was issued there was pending 
before the Commission the complaint 
of J. E. Cole and C. C. Norman for 
reduced rates to consumers of electric- 
ity in the city of Nevada, filed on July 
17, 1931 (Case No. 7704); and the 
complaint of the city of Trenton, filed 
on September 9, 1931, petitioning for 
reduced electrical rates in that city 
(Case No. 7777). Subsequent to the 
Commission’s order, complaints were 
filed, respectively, by the city of 
Ridgeway (Case No. 7910), the city 
of Warsaw (Case No. 7975), the city 
of Clinton (Case No. 8223), and the 
city of Lincoln (Case No 8298). A 
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number of informal complaints were 
also filed by citizens of various cities 
served by the Missouri Public Service 
Company. On January 18, 1934, the 
Commission issued orders in Cases 
Nos. 7704, 7777, 7910, 7975, and 
8298, and on April 27, 1934, the Com- 
mission issued its order in Case No. 
8223, consolidating all of these cases 
with Case No. 7806. 

The Commission’s accountants’ au- 
dit of the accounts was filed on July 
29, 1935, and the Commission’s engi- 
neers’ appraisal of the property was 
filed on August 2, 1935. Hearings 
were held by the Commission en banc 
on November 6, 7, and 8, 1935, after 
notice of hearing had been given to all 
interested parties. At the hearings, 
the cities of Lincoln, Cole Camp, and 
Warsaw filed motions requesting the 
Commission to allocate and determine 
the amount of property used and use- 
ful in serving the respective communi- 
ties and determine the operating ex- 
penses chargeable to the various com- 
munities in order to determine the rea- 
sonableness of the rates charged for 
electricity delivered to consumers in 
the respective towns. The Commis- 
sion took the motions under advise- 
ment, and will pass on them in the in- 
stant case. 
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The Missouri Public Service Com- 
pany, hereinafter designated as “com- 
pany,” is a Missouri public utility cor- 
poration with general offices located in 
the Hout Building at Warrensburg, 
Missouri. The company is a subsidi- 
ary of the Inland Power & Light Cor- 
poration ; the latter is a subsidiary of 
the Commonwealth Light & Power 
Company, which, in turn, is controlled 
by the Middlewest Utilities Company. 
The control of the company by the In- 
land Power & Light Corporation is 
exercised through ownership of its 
common stock. The Inland Power & 
Light Corporation and the Missouri 
Public Service Company are now ur. 
dergoing reorganization in the Federal 
court, pursuant to § 77-B of the Bank- 
ruptcy Law. 

The company owns and operates 
public utility properties located in 17 
Missouri counties, 98 cities and towns, 
and the rural communities adjacent 
thereto, and serves 20,840 electric cus- 
tomers, 3,132 gas customers, and 
2,843 water customers. The company 
also owns and operates a coal mine lo- 
cated in Henry county, outside the 
city limits of Clinton. The coal mine 
is used exclusively by the company’s 
electric generating plants at Clinton 
and Pleasant Hill. No coal is sold 
to the general public. The company 
also owns and operates a wholesale ice 
business in Trenton, and merchandises 
electric appliances and kindred mer- 
chandise throughout its territory. 

The electric properties of the com- 
pany were segregated by the Com- 
mission’s engineers into four power 
groups, each with its individual 
sources of power. The four groups 
with the towns served in each and the 


sources of power are as follows: 
[List of towns omitted. } 

All of the communities in this group 
are interconnected and served by 
transmission lines owned by the com- 
pany. Part of the power for this 
group is generated at plants, either 
steam or gas engine operated, located 
at Clinton, Pleasant Hill, and Nevada, 
and the balance is purchased from the 
Ozark Utilities Company at Osceola, 
Missouri. The company also main- 
tains an oil engine standby plant at 
Warrensburg, Missouri. [List of 
towns omitted. ] 

The communities in this group are 
interconnected and served by trans- 
mission lines owned by the company. 
Part of the power for this group is 
generated by an oil engine plant lo- 
cated at Trenton, Missouri, and the 
balance is purchased from the Mis- 
souri Power & Light Company, de- 
livery being made at Trenton, Mis- 
souri. The company also maintains 
an oil engine standby plant located at 
Ridgeway, Missouri. [List of towns 
omitted. ] 

The communities in this group are 
interconnected and served by trans- 
mission lines owned by the company. 
Power for this group is purchased 
from the Ozark Utilities Company at 
a point near Lamar Junction, Mis- 
souri. [List of towns omitted. ] 

Power for these towns is purchased 
from a municipal plant located at 
Bethany, Missouri, and transmitted 
over the company’s transmission lines 
to New Hampton and to Martinsville, 
Missouri. 

The gas properties of the company 
consist of a water-gas plant serving 
the city of Chillicothe, a butane-air 
gas plant serving the city of Clinton, 
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a water-gas plant serving the city of 
Trenton, and a natural gas system 
serving the city of Nevada. The nat- 
ural gas is purchased from the Eastern 
Kansas Pipeline Company (a subsidi- 
ary of the Missouri Public Service 
Company) and is metered at the Mis- 
souri-Kansas state line. The gas is 
then transmitted from the state line 
to Nevada over a transmission line 
which our engineers have designated 
as property of questionable ownership. 
Our accountants, in their report, in- 
clude it as property of the Missouri 
Public Service Company. Evidence 


was submitted by the company, as will 
be shown later in this report, that this 
transmission line from the state line to 
the city of Nevada is owned by the 
company. 

The water department consists of 
properties at Clinton where the com- 


pany owns a series of deep wells and 
also uses the Grand river as a source 
of supply, and maintains a complete 
treating and purifying system; Neva- 
da, where the company owns a series 
of deep wells which it uses as a source 
of supply; Osceola, where the com- 
pany uses a deep well as a source of 
supply; and Pleasant Hill, where the 
company has an artificial lake formed 
by damming a small stream on the 
outskirts of the town. The company 
owns only the transmission, pumping, 
treating, and purifying facilities at 
Pleasant Hill, and sells the water at 
wholesale to the city of Pleasant Hill. 
The city distributes this water through 
a municipally owned distribution sys- 
tem. 

The Commission’s engineers set up 
the company-owned coal mine sepa- 
rately in their report, but recommend- 
ed that the coal mine be considered as 
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part of the electric plants at Clinton 
and Pleasant Hill because the entire 
production of coal is used by these 
plants. The accountants in their re- 
port separated the coal operations 
from those of the balance of the com- 
pany because all coal delivered to the 
power plants was billed to the com- 
pany at the NRA code price in effect 
in that district and all electric energy 
delivered to the mine by the electric 
department was billed at the regular 
schedule of rates for this class of serv- 
ice on file with this Commission. The 
cost of coal, therefore, has been con- 
sidered a part of the operating expen- 
ses of the electric plants involved. 
The coal mine was not in operation at 
the time of the hearing. 


Corporate History 


The Missouri Public Service Com- 
pany was incorporated in Missouri on 
November 29, 1926, with its charter 
providing, among other things, that 
the company have the power to buy, 
own, lease, construct, or otherwise ac- 
quire public utility properties of all 
kinds and to engage in the ice and coal 
business. The authorized capital 
stock of the company was twenty 
shares of no par value. Subsequently, 
amendments were filed increasing the 
authorized capital stock to 80,000 
shares, consisting of 40,000 shares of 
no par preferred stock, and 40,000 
shares of no par common stock; and 
subsequent to that a further increase 
from 40,000 shares of preferred and 
40,000 shares of common stock was 
made to 40,000 shares no par pre- 
ferred, 2,000 shares of no par junior 
preferred, and 75,000 shares of no par 
common stock. On December 31, 
1934, there were outstanding 18,875 
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shares of the preferred stock, 1,315 
shares of the junior preferred stock, 
and 59,970 shares of the common 
stock. The book value of the out- 
standing stock is $4,990,656. The 
company also had outstanding on the 
above date first mortgage 5 per cent 
bonds with a par value of $6,351,000. 
The total outstanding securities of the 
company had a book value of $11,- 
341,656. 

The property of the company as it 
now exists is the result of acquisition 
by purchase of various properties and 
by additions, improvements, and ex- 
tensions by the company in the dis- 
tribution systems, transmission lines, 
and appurtenant substations. The 


companies that were acquired subse- 
quent to May 27, 1927, the date on 
which the account books of the com- 
pany were opened, are as follows: 
West Missouri Power Company, 


which owned electric, gas, and water 
plants, and transmission and distribu- 
tion systems serving 53 cities, towns, 
and suburban communities in Mis- 
souri, and a coal mine located near 
Clinton, Missouri. 

Trenton Gas and Electric Company, 
which owned the electric, gas, and ice 
plants and distribution systems locat- 
ed in Trenton, Laredo, Spickard, and 
Tindall. 

Peoples Gas and Electric Company, 
which owned the gas maunfacturing 
plant and the distribution system in 
Chillicothe, Missouri. 

Missouri Electric, Gas & Water 
Company, which owned and operated 
the electric distribution systems in 
Cainsville, Blythedale, Eagleville, Mill 
Grove, Modena, and Mt. Moriah, Mis- 
souri, and the interconnecting trans- 
mission lines. 


New Hampton Electric Company, 
which owned the electric distribution 
system in New Hampton and the 
transmission line connecting New 
Hampton and Bethany. 

Windsor Light & Power Company, 
which owned the electric distribution 
system in Windsor, and a generating 
plant that was not in use. 

Galt Light & Power Company, 
which owned the electric distribution 
system in the city of Galt. 

The part of the Ozark Utilities 
Company composed of the electric 
generating plants and distribution sys- 
tems with the interconnecting trans- 
mission lines serving the towns of 
Bronaugh, lIantha, Irwin, Jerico 
Springs, Liberal, Milo, Moundville, 
Sheldon, Milford, and Hannon. 

Ridgeway municipal plant. 

Chula distribution system and 
transmission line. 

Amsterdam distribution system. 

Amoret distribution system. 


Original Cost 


The Commission’s engineers did not 
make any study to determine the esti- 
mated investment in the properties of 
the company. The Commission’s ac- 
countants in their report, designated 
Exhibit 5, show the balances on the 
company’s books as representing the 
fixed capital investment in the com- 
pany’s various properties, and item- 
ized the various arbitrary increases 
in the fixed capital accounts by reason 
of appraisals made of the various 
properties absorbed by the company. 
The Commission’s accountants also 
introduced Exhibit 10, which is a 
summary of (1) the investment in the 
various properties recorded on the 
books of the companies absorbed, (2) 

15 P.U.R.(N.S.) 





MISSOURI PUBLIC SERVICE COMMISSION 


the outlay in cash and notes by the 
company to purchase property, and 
(3) the verifiable expenditures by the 
various companies to construct and 
improve the various properties. This 
shows that the investments recorded 
on the books of the various companies 
amounted to $748,352.47; that the 
outlay in cash and notes by the com- 
pany to purchase property amounted 
to $494,150.94, and that the outlay 
made by the various companies ab- 
sorbed and the company to improve, 
extend, and reconstruct various prop- 
erties, as determined from records that 
were verifiable, after deduction of re- 
tirements amounted to $6,488,321.05. 
The total outlay to purchase, con- 
struct, or improve the properties to 
December 31, 1934, amounted to $7,- 
730,824.46. According to the testi- 
mony of the Commission’s account- 


ants, only the amount of $748,352.47, 
the original investment shown on the 
books of the companies acquired by 


the company, are unverifiable. This 
amount, however, is less than 10 per 
cent of the total book value of the 
property after deduction of the arbi- 
trary increases mentioned hereinbe- 
fore. 

We are of the opinion, therefore, 
that the sum of $7,730,824.46, though 
not representing the actual outlay for 
the original construction of the prop- 
erty, may be accepted as a fair indica- 
tion of the original cost, and we will 
so treat this adjusted book figure in 
our determination of fair value. The 
company now being in the process of 
reorganization, we suggest that the 
company’s fixed capital account be ad- 
justed to reflect the above original in- 
vestment in the property, thus exclud- 
15 P.U.R.(N.S.) 


ing the arbitrary write-ups by reason 
of appraisals. 


Cost of Reproduction 


The Commission’s engineers inven- 
toried all the properties of the com- 
pany as of November 30, 1933, and 
submitted their report in five volumes 
which have been marked Exhibit 1 in 
this case. The inventory of land was 
obtained from examination of all avail- 
able records of the company together 
with a study of the files in the office of 
the recorder of deeds of each county 
in which the company owns land. 
The inventory of buildings, equipment 
foundations, basins, gas holders, over- 
head electric transmission and distri- 
bution lines, including transformers, 
street lighting equipment, and similar 
items, was made by field measurement 
and count, supplemented by informa- 
tion obtained from plans, contracts, 
specifications, agreements, and other 
data on file with the company. Items 
which could not readily be examined, 
such as underground electric conduits 
and cables, meters, gas and water 
mains and services, and similar equip- 
ment, were inventoried from company 
records. 

The present fair market value of 
land included by the Commission’s en- 
gineers in their appraisal was obtained 
through quotations from local real es- 
tate dealers, bankers, and individuals 
familiar with real estate values in the 
towns where the company’s property 
is located. The amount included for 
transmission line easements was based 
on a study of the actual cost of ease- 
ments for the 66,000-volt transmis- 
sion line from Clinton to Pleasant 
Hill, a distance of about 75 miles. 
The original cost of all the easements 
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was not obtainable from the compa- 
ny’s records, and this method was 
used by the engineers to approximate 
the present value of the easements. 
Material prices were based on pur- 
chase agreements which the company 
has with several manufacturers and on 
catalog list prices where no agree- 
ments were in force, giving considera- 
tion to special discounts available to 
the company. Other price informa- 
tion was obtained from quotations 
furnished by the manufacturers. The 
labor rates used in calculating the unit 
costs were those that would prevail in 
event of a reproduction of this prop- 
erty and were to some extent based on 
the wage scale that prevailed during 
the period of 1927 to 1930 when the 
company was engaged in considerable 
construction work. Buildings, basins, 
equipment foundations, and other 


structural items were priced by a 


building contractor who testified at 
the hearing as to the method of cal- 
culating the costs. Direct overheads 
were added to material costs to pro- 
vide for the expense of the stores and 
purchasing department; and to labor 
costs to include the expense of a 
superintendent of construction, his as- 
sistants, and miscellaneous help, tool 
expense, miscellaneous construction 
expenses, and workmen’s compensa- 
tion, public liability and property 
damage insurance. All unit costs thus 
calculated are assumed to prevail on 
the date of appraisal. 

The Commission’s engineers esti- 
mated the cost of reproduction of the 
electric property used in public service 
as of November 30, 1933, to be $5,- 
216,547. To this should be added 
$93,739, included by the Commis- 
sion’s engineers in the general over- 


heads to provide for omissions and 
contingencies. This brings the total 
cost of reproduction to $5,310,286 for 
all items exclusive of the other general 
overheads. The Commission’s engi- 
neers estimated the reproduction cost 
of the gas property including the gas 
transmission line from the Kansas- 
Missouri line to Nevada to be $550,- 
903, to which should be added $8,363 
for omissions and contingencies, giving 
a total of $559,266 for the entire gas 
property exclusive of the other general 
overheads. The estimated cost of re- 
production of the water property, as 
shown in the Commission’s engineers’ 
report, is $506,375, to which should 
be added $8,131 for omissions and 
contingencies, giving a total of $514,- 
506. The Commission’s engineers re- 
priced the inventory to reflect material 
prices prevailing on September 24, 
1935, to give weight to increases from 
the inventory date to the date of re- 
pricing. This was done by obtaining 
the relative prices on representative 
items and deriving an index to show 
the variations from November 30, 
1933, to September 24, 1935. The 
adjusted estimates of the cost of re- 
production were $5,555,347 for the 
electric property, $592,862 for the gas 
property, and $537,567 for the water 
property. The calculations of the in- 
dexes and the various adjustments are 
shown in Commission’s Exhibit 3. 
An inventory and appraisal of the 
property, prepared by Day & Zimmer- 
mann, Inc., engineers, was submitted 
by the company. This was based on 
an inventory of the properties existing 
on May 31, 1935, and reflects ma- 
terial price levels and labor rates pre- 
vailing on or about that date. 
The inventory was prepared in part 
15 P.U.R.(N.S.) 
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the outlay in cash and notes by the 
company to purchase property, and 
(3) the verifiable expenditures by the 
various companies to construct and 
improve the various properties. This 
shows that the investments recorded 
on the books of the various companies 
amounted to $748,352.47; that the 
outlay in cash and notes by the com- 
pany to purchase property amounted 
to $494,150.94, and that the outlay 
made by the various companies ab- 
sorbed and the company to improve, 
extend, and reconstruct various prop- 
erties, as determined from records that 
were verifiable, after deduction of re- 
tirements amounted to $6,488,321.05. 
The total outlay to purchase, con- 
struct, or improve the properties to 
December 31, 1934, amounted to $7,- 
730,824.46. According to the testi- 
mony of the Commission’s account- 
ants, only the amount of $748,352.47, 
the original investment shown on the 
books of the companies acquired by 
the company, are unverifiable. This 
amount, however, is less than 10 per 
cent of the total book value of the 
property after deduction of the arbi- 
trary increases mentioned hereinbe- 
fore. 

We are of the opinion, therefore, 
that the sum of $7,730,824.46, though 
not representing the actual outlay for 
the original construction of the prop- 
erty, may be accepted as a fair indica- 
tion of the original cost, and we will 
so treat this adjusted book figure in 
our determination of fair value. The 
company now being in the process of 
reorganization, we suggest that the 
company’s fixed capital account be ad- 
justed to reflect the above original in- 
vestment in the property, thus exclud- 
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ing the arbitrary write-ups by reason 
of appraisals. 


Cost of Reproduction 


The Commission’s engineers inven- 
toried all the properties of the com. 
pany as of November 30, 1933, and 
submitted their report in five volumes 
which have been marked Exhibit 1 in 
this case. The inventory of land was 
obtained from examination of all avail- 
able records of the company together 
with a study of the files in the office of 
the recorder of deeds of each county 
in which the company owns land. 
The inventory of buildings, equipment 
foundations, basins, gas holders, over- 
head electric transmission and distri- 
bution lines, including transformers, 
street lighting equipment, and similar 
items, was made by field measurement 
and count, supplemented by informa- 
tion obtained from plans, contracts, 
specifications, agreements, and other 
data on file with the company. Items 
which could not readily be examined, 
such as underground electric conduits 
and cables, meters, gas and water 
mains and services, and similar equip- 
ment, were inventoried from company 
records. 

The present fair market value of 
land included by the Commission’s en- 
gineers in their appraisal was obtained 
through quotations from local real es- 
tate dealers, bankers, and individuals 
familiar with real estate values in the 
towns where the company’s property 
is located. The amount included for 
transmission line easements was based 
on a study of the actual cost of ease- 
ments for the 66,000-volt transmis- 
sion line from Clinton to Pleasant 
Hill, a distance of about 75 miles. 
The original cost of’all the easements 
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was not obtainable from the compa- 
ny’s records, and this method was 
used by the engineers to approximate 
the present value of the easements. 

Material prices were based on pur- 
chase agreements which the company 
has with several manufacturers and on 
catalog list prices where no agree- 
ments were in force, giving considera- 
tion to special discounts available to 
the company. Other price informa- 
tion was obtained from quotations 
furnished by the manufacturers. The 
labor rates used in calculating the unit 
costs were those that would prevail in 
event of a reproduction of this prop- 
erty and were to some extent based on 
the wage scale that prevailed during 
the period of 1927 to 1930 when the 
company was engaged in considerable 
construction work. Buildings, basins, 
equipment foundations, and other 
structural items were priced by a 
building contractor who testified at 
the hearing as to the method of cal- 
culating the costs. Direct overheads 
were added to material costs to pro- 
vide for the expense of the stores and 
purchasing department; and to labor 
costs to include the expense of a 
superintendent of construction, his as- 
sistants, and miscellaneous help, tool 
expense, miscellaneous construction 
expenses, and workmen’s compensa- 
tion, public liability and property 
damage insurance. All unit costs thus 
calculated are assumed to prevail on 
the date of appraisal. 

The Commission’s engineers esti- 
mated the cost of reproduction of the 
electric property used in public service 
as of November 30, 1933, to be $5,- 
216,547. To this should be added 
$93,739, included by the Commis- 
sion’s engineers in the general over- 


heads to provide for omissions and 
contingencies. This brings the total 
cost of reproduction to $5,310,286 for 
all items exclusive of the other general 
overheads. The Commission’s engi- 
neers estimated the reproduction cost 
of the gas property including the gas 
transmission line from the Kansas- 
Missouri line to Nevada to be $550,- 
903, to which should be added $8,363 
for omissions and contingencies, giving 
a total of $559,266 for the entire gas 
property exclusive of the other general 
overheads. The estimated cost of re- 
production of the water property, as 
shown in the Commission’s engineers’ 
report, is $506,375, to which should 
be added $8,131 for omissions and 
contingencies, giving a total of $514,- 
506. The Commission’s engineers re- 
priced the inventory to reflect material 
prices prevailing on September 24, 
1935, to give weight to increases from 
the inventory date to the date of re- 
pricing. This was done by obtaining 
the relative prices on representative 
items and deriving an index to show 
the variations from November 30, 
1933, to September 24, 1935. The 
adjusted estimates of the cost of re- 
production were $5,555,347 for the 
electric property, $592,862 for the gas 
property, and $537,567 for the water 
property. The calculations of the in- 
dexes and the various adjustments are 
shown in Commission’s Exhibit 3. 
An inventory and appraisal of the 
property, prepared by Day & Zimmer- 
mann, Inc., engineers, was submitted 
by the company. This was based on 
an inventory of the properties existing 
on May 31, 1935, and reflects ma- 
terial price levels and labor rates pre- 
vailing on or about that date. 
The inventory was prepared in part 
15 P.U.R.(N.S.) 
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from office records and in part by field 
inspection. The testimony shows that 
the entire field inventory was made in 
five weeks. Quotations were obtained 
from manufacturers for such items as 
building materials, electric and gas 
production plant equipment, electric 
power transformers, cast iron and 
steel pipe, poles, conductors, cross- 
arms, and pole line hardware. Prices 
from the engineers’ price data files 
were used for such items of equipment 
as switchboards, conduit, cable, and 
wiring devices. These prices were 
modified to reflect local conditions. 
Manufacturers’ current list prices, to 
which were applied the discounts 
, which the company enjoys with such 
manufacturers, were used in pricing 
electric and gas meters and line trans- 
formers. 

The labor rates used in estimating 
the cost of construction were based on 


the wage scales prevailing in the terri- 


tory served by the company. In de- 
veloping the labor cost to build struc- 
tures and install steam and gas pro- 
duction equipment, the company’s en- 
gineers added 15 per cent of the direct 
labor costs to provide for indirect la- 
bor costs. For the installation of 
electrical equipment, this allowance 
was increased to 21 per cent. These 
percentages covered handling and 
storeroom expenses, small tools, con- 
struction equipment and plant, auto- 
mobiles, trucks, foremen, inspectors, 
miscellaneous help, and workmen’s 
compensation, public liability and 
property damage insurance. To the 
sum of material and labor cost esti- 
mates for each unit of property, for 
all accounts except land and general 
equipment, an additional allowance of 
12 per cent was added to provide for 
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field office expense and supervision, 

The company’s engineers’ estimat 
of the cost of reproduction of the ele. 
tric property is $6,482,688, to which 
should be added $16,207 representing 
the item of injuries and damages, in. 
cluded by the company’s engineers 
with general overheads, giving a total 
of $6,498,895. This sum does not in. 
clude general overheads. The com. 
pany’s engineers’ estimate of the cost 
of reproduction of the gas property is 
$741,316, to which should be added 
$1,853 for injuries and damages, giv. 
ing a total of $743,169. The addition 
of the sum of $1,853 for injuries and 
damages is made for the same reason 
as in the electric property. The con- 
pany’s engineers’ estimate of the cost 
of reproduction of the water property 
is $638,774, to which should be added 
$1,597 for injuries and damages, ob- 
taining a total of $640,371. 

The Commission’s engineers had 
originally separated the gas transmis- 
sion line from the other gas property 
because of uncertainty of the owner- 
ship. The Commission’s engineers es- 
timated the cost of reproduction of the 
gas transmission line from the Mis 
souri-Kansas line to the city of Ne 
vada, including omissions and contir- 
gencies but exclusive of other general 
overheads, to be $102,350 with prices 
as of November 30, 1933, and $110; 
872 as of September 24, 1935. The 
company estimated the cost of repro- 
duction of the transmission line to be 
$118,758, to which should be added 
0.5 per cent or $590 to cover injuries 
and damages during construction. 
Since the company introduced suff- 
cient information and evidence to 
show that the gas transmission line 
was the property of.the company, we 
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shall include it with the gas property. 

The company advised the Commis- 
sion that there has been no material 
change in its properties since Novem- 
ber 30, 1933, and filed a statement 
designated Exhibit 9, showing that the 
additions from December 1, 1933, to 
September 30, 1935, are practically 
balanced by the retirements during 
that period, and that there is no ad- 
justment necessary in the inventory 
made by the Commission’s engineers 
to bring it to the date of inventory 
made by the company’s engineers. 
The estimates of the cost of reproduc- 
tion made by the Commission’s engi- 
neers as of September 24, 1935, are, 
therefore, comparable in price bases 
and quantities involved to the inven- 
tory and appraisal made by the com- 
pany’s engineers of property existing 
and price levels and labor rates pre- 
vailing on May 31, 1935. 

The evidence shows that the major 
differences in the two appraisals of the 
electric property are to be found in 
the estimates of the cost of reproduc- 
tion of poles, towers and fixtures, both 
for distribution and transmission pur- 
poses, and overhead conductors. The 
Commission’s engineers’ estimate of 
the cost of reproduction as of Septem- 
ber 24, 1935, of poles, towers, and fix- 
tures is $993,853, whereas the com- 
pany’s estimate of the cost of repro- 
duction of these items as of May 31, 
1935, is $1,619,476. The difference 
is $625,623. The Commission’s engi- 
neers estimated the cost of reproduc- 
tion of overhead conductors to be 
$985,650. The Commission’s engi- 
neers segregated the underground con- 
ductors into a separate account, and 
estimated the cost of reproduction of 
this item to be $10,399. The compa- 


ny’s enginecrs estimated the cost of 
reproduction of all conductors to be 
$1,104,037. The difference in the two 
estimates is $107,988. 

The differences in some of the other 
accounts, though not so large in the 
number of dollars, are considerable on 
a percentage basis. Thus, the com- 
pany’s engineers’ estimate of the re- 
production cost of line transformers 
and devices is 20 per cent greater than 
the Commission’s engineers’ estimate 
(approximately $70,000 more) and 
the company’s engineers’ estimate of 
street lighting equipment is approxi- 
mately 40 per cent greater than the 
Commission’s engineers’ estimate 
($28,000 more). 

A comparison of the two appraisals 
of the gas property discloses that the 
company’s engineers’ estimate of 
mains is approximately $110,000 
more than the Commission’s engi- 
neers’ estimate as of September 24, 
1935, and that the company’s engi- 
neers’ estimate of services is approxi- 
mately $30,000 more than the Com- 
mission’s engineers’ estimate. The 
difference in the other accounts is very 
small and need not be given any ma- 
terial consideration. 

The major difference in the two ap- 
praisals of the water property is in the 
estimates of the cost of reproduction 
of the transmission and distribution 
mains, the company’s engineers’ esti- 
mate being approximately $100,000 
greater than that of the Commission’s 
engineers. 

[1] The testimony discloses that the 
Commission’s engineers inventoried 
the property in considerable detail, 
taking measurements, for example, of 
the top sizes of poles in order to de- 
termine their proper classification, and 
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that they also analyzed a considerable 
number of the company’s construc- 
tion records to determine perform- 
ances and labor rates applicable to the 
reproduction of a property of this 
magnitude. In pricing various equip- 
ment including transformers, the 
Commission’s engineers based their 
unit costs on quotations or actual pur- 
chase records of the equipment in- 
volved. The company’s engineers did 
not make such precise measurements 
in inventorying poles and fixtures, and 
priced a number of items, such as 
transformers on the basis of the aver- 
age cost of each size, irrespective of 
the manufacturer, and poles on the 
predominant size. 

It is apparent from the record that 
the Commission’s engineers made 
more detailed studies and analyses 
than were made by the company’s en- 
gineers before pricing this property. 
The criticism may, perhaps, be made 
that the Commission’s engineers were 
too meticulous in making the inven- 
tory of the property. However, this 
increased rather than decreased the 
accuracy in applying prices to the 
units of property. We are of the 
opinion, therefore, that greater weight 
should be given to the estimates made 
by the Commission’s engineers, es- 
pecially with reference to the repro- 
duction cost of such items as poles, 
towers and fixtures, conductors and 
transformers in the electric property, 
and the installation of mains and serv- 
ices in the gas property, and the mains 
in the water property. 

The Commission’s engineers segre- 
gated into one group the property used 
in common by the entire system, con- 
sisting of office equipment, transpor- 
tation equipment, and tools and im- 
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plements at Warrensburg. Thee 
have a reproduction cost of $40,311, 
The engineers suggested that these be 
apportioned to the various depart. 
ments on the basis of the Commis. 
sion’s accountants’ distribution of 
general expenses. The percentages 
are as follows: 


Electric Department 
Power group No. 
Power group No. 2 
Power group No. 
Power group No. 


Gas Department 
Chillicothe gas 
Clinton gas 
Nevada gas 
Trenton gas 


Water department 
Clinton water 
Nevada water 
eS Re eee 
Pleasant Hill water 


The company’s engineers included 
these items in their estimates of the 
cost of reproduction of the various 


properties. The allocated portions 
are, therefore, part of the above esti- 
mates of the company’s engineers. 

Taking into consideration all of the 
evidence before us we are of the opin- 
ion that a reasonable cost of reproduc- 
tion of the electric property is $5,800, 
000; of the gas property, $625,000; 
and of the water property, $575,000. 
This includes only the property used 
and useful on September 30, 1935 in 
serving the consumers. 

[2] The coal mine has not been con- 
sidered as part of the used and useful 
electric property because it was clas- 
sified as nonused in public service by 
the company’s engineers, and _ the 
Commission’s accountants, in arriving 
at the cost of production of electricity, 
included coal purchased by the electric 
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department from the coal mine at 
market prices. The coal mine can, 


therefore, be considered as a separate 
enterprise producing and selling coal 
to the electric department. 


General Overheads 


The Commission’s engineers sub- 
mitted Exhibit 2 showing the applica- 
tion of general overheads to the esti- 
mate of the cost of reproduction and 
the reproduction less depreciation of 
the various properties. The compa- 
ny’s engineers included these estimates 
in Exhibit 8. 

The Commission’s engineers esti- 
mated that 2.5 per cent of the repro- 
duction cost of the property exclusive 
of land, easements, and general equip- 
ment would be adequate to cover pre- 
liminary organization, legal, adminis- 
trative, and miscellaneous expenses. 
They also assumed that there would 
be no deduction from this amount in 
arriving at the cost of reproduction 
less depreciation, on the theory that 
these expenses are related more to the 
corporate structure that to the physical 
property, and, therefore, would not be 
subject to depreciation with the physi- 
cal property, but should be considered 
undepreciable in character as long as 
the property exists. The company’s 
engineers included 0.5 per cent for or- 
ganization, 0.5 per cent for law ex- 
penditures during construction, and 2 
per cent for miscellaneous construc- 
tion expenditures. These percentages 
were applied to all of the property in- 
cluding land and general equipment. 
The company’s engineers applied these 
percentages to the estimate of repro- 
duction less depreciation, thus obtain- 
ing a deduction for depreciation on 
this intangible element of cost. 


13 


[3] The Commission has allowed, 
in recent cases involving electric prop- 
erties, 2 per cent for preliminary or- 
ganization, legal, and miscellaneous 
expenses. We are of the opinion that 
an allowance of 2.5 per cent for pre- 
liminary organization, legal, adminis- 
trative, and miscellaneous expenses is 
adequate and gives sufficient consid- 
eration to the fact that the company’s 
properties are spread out over a con- 
siderable area. 

[4] The allowance for preliminary 
organization, legal, administrative, 
and miscellaneous expenses should be 
applied to the cost of reproduction of 
the property exclusive of land and 
easements and general equipment. 
Applying this percentage to the vari- 
ous figures we obtain the allowance of 
$140,000 for the electric properties, 
$15,000 for the gas properties, and 
$14,000 for the water properties for 
this item of undistributed cost. 

[5] The Commission’s engineers 
included 5 per cent on all items except 
land, easements, and general equip- 
ment for engineering and superin- 
tendence during construction. The 
company’s engineers included 4 per 
cent on all items, including land and 
general equipment, but indicated that 
this did not provide for detailed plans, 
working drawings, and field supervi- 
sion which were included in the pri- 
mary accounts. Since we gave greater 
weight to the Commission’s engineers’ 
estimate of the cost of reproduction 
of the various items of property, we 
are of the opinion that their recom- 
mendation of 5 per cent should be 
used rather than the lower recom- 
mendation of 4 per cent made by the 
company’s engineers. Applying this 
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percentage to the cost of reproduction 
set out hereinbefore as our finding, 
less the estimate of the present fair 
value of the land and easements and 
the cost of reproduction of general 
equipment, we find that the allowance 
for engineering and superintendence 
should be $280,000 for the electric 
property, $30,000 for the gas proper- 
ty, and $28,000 for the water prop- 
erty. 

[6] The Commission’s engineers in- 
cluded 0.5 per cent on all items except 
easements and general equipment for 
taxes during construction. This per- 
centage is a judgment figure, and is 
based on findings made by this Com- 
mission in similar properties. The 
company’s engineers included 1 per 
cent on all items of property. 

The amount of taxes which a com- 
pany would theoretically have to pay 
during the reproduction of a property 


of this magnitude can neither be cal- 
culated nor accurately estimated. In 
the actual construction of a property, 
taxes during construction are not al- 
ways paid, and our engineers have 
found many cases where no taxes 


were paid during construction, We 
are of the opinion, therefore, that an 
allowance of 0.5 per cent on all items 
except easements and general equip- 
ment is ample for this undistributed 
construction cost. Applying this per- 
centage to our findings of the cost of 
reproduction of the properties, we find 
that an ample allowance for taxes dur- 
ing construction is $28,000 for the 
electric property, $3,000 for the gas 
property, and $3,000 for the water 
property. 

In our finding of the cost of repro- 
duction of the various properties ex- 
clusive of general overheads, but in- 


15 P.U.R.(N.S.) 


clusive of direct labor and material 
overheads, we have added allowances 
for omissions and contingencies and 
for injuries and damages during con- 
struction. We shall, therefore, make 
no additional allowances for these 
items in our treatment of the general 
overheads. 

[7, 8] The Commission’s engineers 
assumed a construction period of two 
years for the electric property, and 
seven months each for the gas and 
water properties. Interest was al- 
lowed at the rate of 6 per cent on the 
total present market value of land and 
easements, and on one half of the re- 
production cost of all other items ex- 
cept general equipment but including 
other general overheads for the entire 
construction period. This is based on 
the theory that all construction expen- 
ditures with the exception of those 
made for land and easements would 
be made at a uniform rate during the 
entire construction program. The 
company’s engineers assumed a con- 
struction period of one and one-half 
years for the entire property and al- 
lowed interest at the rate of 6 per cent 
for this entire period on one-half the 
total of all accounts plus all overhead 
allowances. This resulted in an in- 
terest charge of 4.5 per cent on the 
reproduction cost of all items plus the 
general overhead costs applicable to 
them. 

We are of the opinion that the vari- 
ous properties should be treated as one 
unit for construction purposes, and 
that a construction period of one and 
one-half years for the property as a 
whole is sufficient and that an interest 
rate of 6 per cent is reasonable. We 
are of the further opinion that, since 
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a number of the parcels of land in- 
yolved are small and could reasonably 
be purchased at different times during 
the construction period, the interest 
calculation should not be on the theory 
that all land is purchased at the begin- 
ning of the construction period. We 
shall, therefore, include for interest 
during construction 4.5 per cent on all 
items exclusive of general equipment 
since these, in our opinion, may rea- 
sonably be purchased at the end of the 
construction period, and will include 
in this calculation all general over- 
heads hereinbefore allowed. This re- 
sults in an allowance of $282,000 for 
interest on the electric property, 
$29,000 on the gas property, and $28,- 
000 on the water property. We shall 
consider these amounts in arriving at 
the fair value of the properties. 


Reproduction Less Depreciation 


The Commission’s and company’s 
engineers inspected the properties dur- 
ing the progress of the field inventory, 
and made estimates of the accrued de- 
preciation, taking into consideration 
the field inspection, studies of the op- 
erating records, and the existing ob- 
solescence and inadequacy in the prop- 
erty. The estimates of the cost of 
reproduction less accrued depreciation 
as set up in the respective reports were 
obtained by applying the percentages 
to the various accounts reflecting the 
condition of the properties. The en- 
gineers did not determine an over-all 
percentage applicable to the entire 
property. 

A comparison of the calculated 
over-all percentages obtained by 
dividing the cost of reproduction new 
less depreciation estimates by the cost 


of reproduction new indicates the fol- 
lowing computed over-all percentages : 


Commission’s Company’s 
Engineers’ Engineers’ 
Percentage Percentage 

90.42 
81.34 
88.69 


Property 
Electric property 
Gas property 
Water property 


The higher percentages obtained by 
comparing the estimates of the cost of 
reproduction less depreciation with the 
cost of reproduction shown in the 
Commission’s engineers’ appraisal 
may be attributed in part to the fact 
that the Commission’s engineers made 
their study of the property about two 
years prior to the time the company’s 
engineers made their inspection, and 
in part to the differences in judgment. 
Considering all of the evidence before 
us we are of the opinion that the fol- 
lowing percentages properly reflect the 
condition of the property as of Sep- 
tember, 1935: 


Electric property 

Gas property 

Water property 

[9] We have mentioned hereinbe- 
fore in this report that the Commis- 
sion’s engineers did not make any de- 
duction for accrued depreciation in the 
estimate of preliminary organization, 
legal, administrative, and miscellane- 
ous expenses whereas the company’s 
engineers did make a deduction for 
this. It has been the practice of the 
Commission in recent cases to assume 
that the preliminary organization and 
legal expenses are related more to the 
corporate structure than to the physi- 
cal property, and, therefore, should 
not be depreciated. Administrative 
and miscellaneous expenses, however, 
are related to the physical property, 
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and should be depreciated. The 
amount included, however, is not sep- 
arable, and we will, therefore, treat 
it in its entirety, and will make no de- 
duction for depreciation. 


Cost of Financing 


[10] The company’s engineers in- 
cluded 6 per cent of the cost of repro- 
duction of the property to provide for 
the cost of financing the project, which 
includes such items as discounts on 
stocks, bonds, and other securities, as 
well as the costs incident to negotiat- 
ing loans. This Commission has, in 
the past, rejected the cost of financing 
as an amount to be properly included 
in estimates of reproduction cost of a 
property. The supreme court of Mis- 
souri has followed the rule that the 
cost of financing, brokerage charge, 
bond discount, or any cost of obtain- 
ing money is not material in arriv- 
ing at the reproduction cost estimates. 
Any consideration of the cost of 
money is permissible only in estimat- 
ing the investment or original cost of 
the property. 

The policy of this Commission and 
the rule of the Missouri supreme court 
is set forth in the case of State ex rel. 
St. Louis v. Public Service Commis- 
sion (1930) 326 Mo. 751, P.U.R. 
1931B, 448, 461, 34 S. W. (2d) 507, 
515, in these words: 

“This Commission has expressed its 
position relative to costs and financing 
in a number of cases. Bond discount 
and commissions, in so far as they are 
a part of interest during construction, 
are properly chargeable to capital ac- 
count, but beyond that, the cost of 
financing, or of assembling capital 
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should not be included in a valuation 
for rate-making purposes.” 

The supreme court had previously 
ruled to the same effect in the case of 
State ex rel. Capital City Water Co, 
v. Public Service Commission (1923) 
298 Mo. 524, 547, 252 S. W. 446, 
452, wherein the court had approved 
the action of this Commission in dis- 
allowing brokerage, either in the bor. 
rowing of money or in the sale of 
stock or in the issue of bonds. The 
court stated as follows: 

“In disallowing a like item in Gal- 
veston Electric Co. v. Galveston, 258 
U. S. 388, 66 L. ed. 678, P.U.R. 
1922D, 159, 42 S. Ct. 351, the Su- 
preme Court of ‘the United States 
through Justice Brandeis said: ‘Ii 
base value were to be fixed by the 
money expended, brokerage fees ac- 
tually paid might with propriety be in- 
cluded, as are taxes paid pending con- 
struction. But as the base value con- 
sidered is the present value, that value 
must be measured by money; and the 
customary cost of obtaining money is 
immaterial. We cannot say that the 
court erred in refusing to include in 
base value an allowance for hypothe- 
tical brokers’ fees.’ ” 

More recently the Supreme Court 
of the United States sustained the 
Railroad Commission of California in 
rejecting the cost of financing. The 
court stated “that the items included 
in the company’s estimate for ‘cost of 
financing, $5,921,470’ and ‘promoter’s 
remuneration, $2,500,000,’ were too 
conjectural to be allowed.”” Los An- 
geles Gas & E. Corp. v. California R. 
Commission, 289 U. S. 287, 77 L. ed. 
1180, P.U.R.1933C, 229, 53 S. Ct. 
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637. We are, therefore, of the opin- 


jon that this allowance for the cost of 
financing included by the company’s 
engineers should be rejected. 


Working Capital 


The Commission’s engineers checked 
the perpetual inventory kept by the 
company of the materials and sup- 
plies on hand, and determined the av- 
erage amount shown during the last 
five years to determine the amount 
necessary for the operation of this 
company. Based on these studies, the 
Commission’s engineers included in 
their appraisal the following amounts 
for materials and supplies: [Table 
omitted. ] 

The company’s engineers made no 
recommendation of the amount of 
materials and supplies necessary for 
the operation of this company. We 
shall, therefore, accept the Commis- 
sion’s engineers’ recommendation. 

The Commission’s accountants 
made a study of the company’s op- 
erating expenses to determine the 
amount of cash working capital nec- 
essary for the operation of the various 
properties. Based on their studies the 
accountants recommended the follow- 
ing amounts: [Table omitted. ] 

The company’s engineers made no 
recommendation of the amount of 
cash working capital necessary to op- 
erate this property. The Commission 
will, therefore, accept the recom- 
mendations of its accountants on this 
item. 


Going Concern Value 


[11] The Commission’s engineers 
made no estimate of the going concern 
[2] 


value of this company. The compa- 
ny’s engineers stated that although the 
elements of going concern value do 
not exist in this property to as high a 
degree as might be desired there was, 
in their opinion, enough of the ele- 
ments present to justify an allowance 
of $400,000 for this intangible item. 
The record is replete with evidence re- 
lating to the character of the physical 
plant, the management and personnel 
of this company, the rates being 
charged by this utility for its services, 
and its operating status. We will give 
consideration to these elements of val- 
ue in arriving at the fair value of the 
plant. We do not see any reason, 
however, for making a separate find- 
ing of going concern value. 


Additions and Betterments 


The company filed a_ statement 
designated Exhibit 9 showing the ad- 
ditions and retirements to the property 
accounts from December 1, 1933, to 
September 30, 1935. This shows 
gross additions of $173,148, and net 
retirements of $175,840. We will, 
therefore, make no adjustments be- 
cause of additions and retirements. 


Fair Value 


We have given careful considera- 
tion to the historical or original cost 
of the property in so far as it was as- 
certainable, the market value of land, 
the cost of reproduction and cost of 
reproduction less depreciation of the 
various properties used and useful in 
serving the consumers of the com- 
pany, the proper allowance for general 
overheads, cash working capital, ma- 
terials and supplies, the probable fu- 
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ture price trend, and all intangible ele- 
ments of value inherent in these prop- 
erties, treated as a going concern with 
business attached, necessary records 
and trained personnel, and we are of 
the opinion that the fair value of each 
property is as follows: 
Electric property 


Gas property 
Water property 


Annual Retirement or Depreciation 
Reserve 


[12-17] The Commission’s ac- 
countants found that the company had 
a credit balance in its retirement or 
depreciation reserve on December 31, 
1934, of $509,338.24. This reserve is 
to be available for all of the company’s 
properties, i. ¢., electric, gas, water, 
coal, and ice. 

The Commission’s engineers recom- 
mended that the company be permitted 
to set aside annually out of its operat- 
ing expenses 10 per cent of the re- 
production cost of the system’s com- 
mon property consisting primarily of 
automobiles and office equipment, 3.0 
per cent of the electric property, 2.5 
per cent of the gas property exclusive 
of the Nevada gas transmission line, 
2.0 per cent of the gas transmission 
line, and 2.0 per cent of the water 
property. These percentages are all 
based on the reproduction cost of the 
depreciable property. The amounts 
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recommended by the Commission’s en. 
gineers are as follows: 


System common property 
Electric property 
Gas property (exclusive of transmis- 

mission line) 
Gas transmission line 
Water property 

It appears to us that the percentages 
recommended by our engineers are 
reasonable, but that they should be ap- 
plied to our finding of reproduction 
cost, including general overheads but 
excluding land and easements. We 
are of the opinion that the company 
should set aside annually when earned, 
as a retirement or depreciation reserve 
the sum of $190,000 for the electric 
property, $17,000 for the gas proper- 
ty, and $13,000 for the water proper- 
ty, plus 3.0 per cent of the cost of net 
additions to the electric property, 2.5 
per cent of the cost of net additions to 
the gas property, and 2.0 per cent of 
the cost of net additions to the water 
property, subsequent to September, 
1935. 


Operating Revenues and Expenses 


The Commission’s accountants 
made an audit of the company’s op- 
erating revenues and expenses for the 
year ended December 31, 1934, and 
made certain adjustments. The ad- 
justed figures for the year are shown 
in Commission’s Exhibit 5, and are 
as follows: 
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Operating 
Revenues 


Electric Department 
Power Group No. 1 
Power Group No. 2 
Power Group No. 3 
Power Group No. 4 


Total 


Gas Department 
Clinton 
Nevada 
Trenton 
Chillicothe 


Water Department 
Clinton 
Osceola 
Nevada 
Pleasant Hill 


$77,226.37 


* Exclusive of depreciation. 


Management fee paid to Middle West 
Utilities Company ($9,360.11). 


[18, 19] The company objected to 
the elimination from operating expen- 
ses of the management fee paid by the 
company to the Middle West Utilities 
Company. The amount paid for the 
year 1934 was $9,360.11. The Com- 
mission’s accountants eliminated this 
sum because there were no details in 
the records of the company showing 
the basis for the charge or the cost of 
this supervisory service. 

The company admitted that it was 
practically impossible to show the cost 
of rendering service to the company 
because the Middle West Utilities 
Company rendered similar service to 
over one hundred utility corporations 
in perhaps twenty states. Evidence, 
however, was introduced by the com- 
pany to show the nature of the serv- 
ices rendered and the estimated meas- 
urable savings accruing to the com- 


pany. 


Net Available for 
Depreciation 
and Return 


$423,130.63 
66,787.61 
6,447.26 
1,179.29 


Operating 
Expenses* 


$518,501.24 
111,981.73 
23,804.60 
5,205.74 


$659,493.31 $497,544.79 


$7,596.08 
38,553.31 
23,245.00 
17,692.23 


$87,086.62 


$20,394.63 
3,267.96 
17,520.78 
3,032.45 


$44,215.82 


$12,761.82 
2,260.60 


18,413.81 
425.68** 


$33,010.55 


** Indicates deficit. 


It was also shown that the company 
was being operated under the supervi- 
sion of the Federal court, the company 
being in bankruptcy proceedings while 
this charge was being paid. 

The Commission has not in the past 
allowed charges of this nature unless 
the cost of the service to the holding 
company was shown, and that the 
holding company made no profit on 
the rendition of this service. How- 
ever, the fact that the court allowed 
the payments prompts us to allow this 
fee. The amount should, however, be 
divided between the various depart- 
ments, including the coal and ice de- 
partments. No basis for division was 
suggested. We are of the opinion, 
however, that an apportionment on the 
basis of operating expenses, exclusive 
of the annual depreciation require- 
ment, is reasonable, and will not result 
in burdening one department at the 
expense of another department. We 
shall, therefore, add the following 
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amounts to the operating expenses of 
the various departments: 


Electric Department 
$5,530.30 


253.90 
55.52 


Group No. 3 
Group No. 4 


Gas Department 


Clinton 81.02 


Water Department 
Clinton 


Coal Department 
Ice Department 


Amortization of rate case expenses. 
[20, 21] The company objected to 
the use of a 10-year period for the 
amort:zation of the rate case expenses, 
contending that a 5-year period should 
have been used. The total amount to 
be amortized is $100,678.23. The pe- 
riod of amortization should depend 
upon the history of the company, the 
amount to be amortized, and the bur- 
den upon the consumer by reason of 
this charge. We are of the opinion 
that a 10-year basis for the amortiza- 
tion of the rate case expenses is rea- 
sonable and we should not disturb the 
adjustment made by our accountants. 


Rate reductions. 

The Commission’s accountants re- 
ported that rate reductions made by 
the company during the period cov- 
ered by the audit would have reduced 
operating revenues by the estimated 
amount of $13,693.97 if the reduced 
rates had been in effect the entire year. 
These reductions are distributed as 
follows: 
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Electric Department 
Power Group No. 
Power Group No. 


Gas Department 
Trenton 


Since the date of hearing the com- 
pany has filed schedules reducing the 
rates in the following communities: 
[Table omitted. ] 

The reductions set out above should 
be considered in determining the net 
revenues available for depreciation 
and return. The amounts available 
after the adjustments have been made 
are as follows: [Table omitted. ] 

[22] The amounts which we have 
directed the company to set aside 
annually into a retirement or depre- 
ciation reserve should be deducted 
from the above sums. This shows 
that the electric department is earn- 
ing $274,341 for return, or 4.35 per 
cent on the fair value of the electric 
properties ; that the gas property has 
failed to earn its retirement reserve 
requirement; and that the water de- 
partment is earning $20,000 for re- 
turn, or 3.33 per cent on the fair 
value of the water properties. These 
are below the rate of return which this 
Commission has been allowing in re- 
cent cases. We cannot, therefore, re- 
quire any downward adjustment in 
rates at this time. 


Necessity of Property Allocation 


[23] We have before us a number 
of formal complaints which have been 
consolidated with the instant case, as 
well as the motions of the cities of 
Cole Camp, Lincoln, and Warsaw, re- 
questing the Commission to determine 


the value of the property used and 





$3,952.52 
4,765.93 


2,797.76 
2,177.76 


13,693.97 
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useful in serving the consumers of the 
particular towns and the reasonable- 
ness of the rates charged. Our find- 
ings in the instant case indicate that 
the company as a whole is not earn- 
ing more than a fair return upon the 
property used and useful in serving 
the public. 

We are also advised by our rate 
department that the company has in- 
stituted a program of standardizing 
the rates over its system in order to 
obtain uniform rates in contiguous 
territories. The list of rate. reduc- 
tions set out hereinbefore in this re- 
port indicates that the company is ac- 
tively engaged in adjusting its rates 
in order to obtain this uniformity. 
The character of the service furnished 
in the various towns is similar, and 
there is no evidence of any special 
conditions existing in these towns 
calling for different rates. We think 
it inadvisable, therefore, to single out 
certain communities and test the 
rates in those communities. Nor do 
we think it advisable to issue any 
directive orders to the company in 
reference to the adjustment of rates 
which has been going on to obtain 
uniformity. It is our opinion that this 
can better be accomplished through 
informal conferences with our rate 
department. We shall, therefore, deny 
the motions of the cities of Cole 
Camp, Lincoln, and Warsaw, and will 
not segregate the property at this 
time to determine the amount used 
and useful in each community. Inci- 
dentally, we should look at the prac- 
ticability of such a step. Our audit 
does not show the expenses by towns, 
nor do we have sufficient data rela- 
tive to the demands by the various 
towns to make a proper allocation of 


common generating and transmission 
property. 

[24] We also have before us the 
complaints of three rural consumers 
in reference to the charges made by 
the company for the service ren- 
dered. These charges consist of a 
carrying charge and an energy charge. 
We are aware that in some cases, 
where long extensions are made to 
serve rural consumers, it becomes 
necessary for the company to charge 
a specific sum that will bring a re- 
turn on the investment in the power 
line, and will pay the maintenance and 
depreciation charges of the line. In 
cases of this character, if the amount 
of energy used by the consumer is 
very small, the cost when based on the 
kilowatt hours consumed becomes ex- 
tremely high. Cases of this nature 
should, however, in our opinion, be 
handled by conference with our rate 
department rather than by directive 
orders. We, therefore, will refer this 
matter to our rate department, with 
the suggestion that it be handled di- 
rectly with the consumers and the 
company. 

Hargus, Chairman, and Boyer, 
Nortoni, and Ferguson, Commission- 
ers, concur; Anderson, Commission- 
er, dissents in separate opinion. 

ANDERSON, Commissioner, dissent- 
ing: Anderson dissents for the rea- 
sons that there cannot be a rate re- 
duction in this matter, because the 
defendant company has made several 
rate reductions since this proceeding 
was initiated, and also the Commis- 
sion has authorized a bond issue re- 
cently, and the finding of fair value 
and a failure to fix a legal rate of re- 
turn can only be classed as a nuga- 
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tory act, because the complaint filed 
on behalf of the various municipali- 
ties has been satisfied by the rate re- 
duction and the principles announced 
in Case No. 5550 (13 P.U.R.(N.S.) 
478) the Empire District Electric 
Company, by the Commission should 
have been followed in this case as the 
majority opinion does not overrule 
the cardinal principle set up by the 
Commission in that cause. 


ORDER 


This case having been duly heard 
and submitted, and the Commission, 
on the date hereof, having made and 
filed its report containing its findings 
of facts and conclusions thereon, 
which report is made a part hereof; 
now after due deliberation, it is 

Ordered: 1. That the Commission 
finds as a fact that the fair value of 
the properties of the Missouri Public 


Service Company as of September 30, 
1935, used and useful in serving the 


company’s consumers, considering 
these properties integrated into one 
going concern, with all elements of 
value, tangible and intangible, is as 
follows : 

Electric property 

Gas property 

Water property 

Ordered: 2. That the company be 
and is hereby directed to set aside 
annually from the operating revenues 


of the electric department the sum of 
$190,000 plus 3.0 per cent of the cost 
of the net additions less retirements 
subsequent to September 30, 1935. 
that the company set aside annually 
from the operating revenues of the 
gas department, when earned, the sum 
of $17,000 plus 2.5 per cent of the 
cost of additions less retirements sub- 
sequent to September 30, 1935; and 
that the company set aside annually 
from the operating revenues of the 
water department the sum of $13,000 
plus 2.0 per cent of the cost of addi- 
tions less retirements subsequent to 
September 30, 1935, these sums to be 
held in a depreciation or a retirement 
reserve fund as specified in the Com- 
mission’s Classification of Accounts. 


Ordered: 3. That the motions of 
the cities of Cole Camp, Lincoln, 
and Warsaw be and are hereby de- 
nied for the reasons set out herein- 
before in the report. 


Ordered: 4. That this order shall 
take effect August 25, 1936, and that 
the secretary of the Commission 
forthwith serve certified copy of same 
on all parties interested herein, and 
that each of said parties shall notify 
the Commission before the effective 
date of this order, in the manner pre- 
scribed by § 5145 of the Public Serv- 
ice Commission Law, whether the 
terms of said order are accepted and 
will be obeyed. 
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NORTH PENN GAS CO. v. CABOT, INC. 


PENNSYLVANIA PUBLIC SERVICE COMMISSION 


North Penn Gas Company 


Godfrey L. Cabot, Incorporated 


[Complaint Docket No. 11064.] 


Public utilities, § 24 — Test of status — Contracts. 
1. Neither the fact that written contracts were made covering natural gas 
service nor the fact that only three such contracts were made with con- 
sumers within the state proves the service private, p. 24. 


Public utilities, § 14 — What constitutes — Solicitation — Signing contracts — 


Laying pipes. 


2. A corporation which has obtained a certificate of authority under the 
Business Corporation Law, permitting it to transport gas for use in its 
own operations and to sell gas at the point of production under private 
contract and at wholesale only, engages in operation as a public service 
company when it solicits customers, signs contracts for service, and lays 
pipe lines for such service, although such actions are alleged to be pre- 
liminary to the organization of a public service company, p. 24. 


[June 23, 1936.] 


Pegoe- sages against alleged operation of natural gas public 

utility without a certificate of convenience and necessity; 

complaint sustained and company ordered to cease from trans- 
porting and selling gas without authority. 


By the Commission: This com- 
plaint alleges that Godfrey L. Cabot, 
Inc., engaged in the supply of natural 
gas to the public in McKean county 
and Potter county, Pennsylvania, 
without first having obtained the 
requisite approval of this Commis- 
sion. Interstate operations of the re- 
spondent are not involved. By stip- 
ulation, the record at Application 
Docket 34259, Folders 1 and 2 (15 
P.U.R.(N.S.) —, will be considered 
as a part of the record in this proceed- 
ing. 

The material facts are not in dis- 


¥ 


pute. The respondent is a public 
utility incorporated in Massachusetts, 
which began business in northern 
Pennsylvania in the year 1934. In 
that year it leased some 19,000 acres 
in the natural gas territory, and insti- 
tuted an investigation of possible 
markets for gas. In the course of 
this investigation, which continued 
until January, 1936, the record shows 
that twenty-one named Pennsylvania 
consumers, including five gas com- 
panies, and five New York consumers 
including two gas companies, were 
interviewed with a view of obtaining 
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their business. Approximately twen- 
ty large oil producers, and about 
thirty individual producers were also 
solicited. Actual contracts were 
signed for the supply of gas in Penn- 
sylvania to Genesee Chemical Com- 
pany, Hanley Brick Company, and 
Kendall Refining Company. The 
Hanley contract was made January 9, 
1936, after the filing of this com- 
plaint, and its fulfillment was made 
contingent upon obtaining certificates 
of public convenience. No application 
for such a certificate has been filed 
by Godfrey L. Cabot, Inc., but it ap- 
parently realized the necessity for 
Commission authorization of the 
service covered by the contract. Gas 
was to be delivered under the first two 
contracts upon completion of the nec- 
essary pipe lines. Work on the lines 
was begun and vigorously proceeded 
with until operations were enjoined 
by the Potter county court of com- 
mon pleas upon the filing of this com- 
plaint. 

[1, 2] The respondent, admittedly 
a public utility, obtained a certificate 
of authority under the Business Cor- 
poration Law of May 5, 1933, P. L. 
364, permitting the transportation of 
gas for use in its own operations, 
and the sale of gas at the point of 
production under private contract and 
at wholesale only. It proceeded to 
lease and purchase production acre- 
age, drilled wells, solicited customers, 
and contracted to supply gas. It also 
laid pipe lines for the purpose of de- 
livering gas to its customers both 
within and without the state. Re- 
spondent suggests that it did not con- 
tract as a public service company, but 


neither the fact that written contrag 
were made covering the service, ng 
the fact that only three such contrag¢ 
were made with Pennsylvania cog 
sumers proves the service private. 

The principal defense of the r 
spondent is in the nature of a plea g 
confession and avoidance. It argue 
that the solicitation of customers, th 
signing of contracts, and the laying 
of pipe lines were all preliminary to 
the organization of a public service 
company for which a certificate of 
public convenience would be obtaine¢ 
and to which the contracts and pipe 
lines would be transferred. Implicit 
in this argument is the admission 
that the operations of the respondent 
were those of a public service com- 
pany, and required the authorization 
of this Commission. 

A review of the testimony leads us 
to the conclusion and we find that 
Godfrey L. Cabot, Inc., has operated 
as a public service company in Penn- 
sylvania without first having obtained 
a certificate of public convenience as 
required by The Public Service Com- 
pany Law; therefore, 

Now, to wit, June 23, 1936, it is 
ordered: ‘That the complaint be and 
is hereby sustained. 

It is further ordered: That God- 
frey L. Cabot, Inc., respondent, its 
agents and employees, forthwith 
cease and desist from the transporta- 
tion and sale of natural gas to the 
public in the commonwealth of Penn- 
sylvania, until it shall have obtained 
a certificate of public convenience 
authorizing such transportation of 
sale. 





15 P.U.R.(N.S.) 





ber 8, 1936 Public Utilities Fortnightly 





uscon’s facilities for serving public | Truscon warehouses in 25 cities pro- 
ilities are unique. Vast manufactur- vide local delivery service to any 
g resources are centered at Youngs- _— point in the nation. Turn to Truscon 


wn, Ohio, Cleveland, Ohio, and _— for undivided responsibility on all 


bs Angeles, California. Sales-engi- details pertaining to the following 


ering Offices are located in 54 cities. | extensive group of products; 


Standard Steel Buildings Steel Roofs and Side Walls 
t Roof Types ... Pitched Roof Types . .. Structural Steeldeck Roofs ... Ferroclad (Insulated) Walls... 
russes... Complete Erection Special Types 


Steel Window Products Reinforcing Steel 
Every type of steel windows Rib Bars... Kahn Bars ... Column Hooping... Steel 
Forms. . Floretyles ...Locktyle .. Inserts 
Steel Doors 


Every type of steel doors Steel Poles and Towers 
, Weltrus Steel Poles ... Structural Steel Towers... 
Steel Joists Substations . . . Cross Arms. ; . Fittings . . , Lighting 


Standard ... Special . .. Accessories Standards 


Metal Lath Products Reinforcing Steel Road and Bridge Products 
Laths of all types... Corner Beads... Channels Zeus A complete line of steel reinforcing products for con- 
Studs .. Partitions. -- All Related Accessories crete pavements, roads, bridge floors, etc. 


| lf | i I | YOUNGSTOWN OHIO 
When writing Republic Steel Corporation (or Truscon Steel Company) for further information, please address Department PF. 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 
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@ Link-Belt builds both locomotive and crawler type cranes. In m 
places the locomotive crane is the most practical and economical 

that can be used, especially where a network of tracks is already 
to meet plant conditions, and where a considerable amount of travé 
and switching of cars are required. We also build stationary cranes 
gantry cranes to meet special conditions, as well as long-radius ¢ 

with wide-gauge single or double track trucks. 

Other Link-Belt equipment includes conveyors of the belt, apron, flight, screw and 
types; bucket carriers; skip hoists; crushers; feeders; weigh larries; car dumpers; 
intake screens; portable belt conveyors; bucket elevators and a complete line of ac 

Catalogs on request. Address Link-Belt Company, Chicago, Philadelphia, Indian 
Atlanta, San Francisco, Toronto, or any of our offices, located in principal cities. 


LINK-BELI 


LOCOMOTIVE AND CRAWLER CRA 
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ONDENSING 
QUIPMENTS 


ousands of C. H. Wheeler installa- 
bns testify to the value of conden- 
specialization. 


rbine Efficiency depends directly 
» Condenser Efficiency. 


all cases we build the machines to 
the particular conditions of the 
ants in which they go. 


Cc. H. WHEELER MFG. CO. 
19th St., Lehigh & Sedgley Aves., 
Philadelphia, Pa. 


H. WHEELER OF PHILADELPHIA 
WHEL LLL bdddhdddddbdbdbidbbdbdhdddddsdddbddddle 
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Another Service Call 
Saved . . with a 


The fuse that shows 
““N G’’ when it blows 


No more guesswork. Your 
consumers can now spot their 
blown fuses instantly . . . 
quickly. You save the costly 
expense of servicing calls on 
simple fuse replacements. 

Several prominent Electric Light and Power Oom- 
panies who have already adopted the USALITE 
“SHO-BLO”’ self-indicating fuse have effected sav- 
ings of thousands of dollars in eliminating servic- 
ing calls. Convince yourself of the money-saving 
features of this remarkable self-indicating fuse. 
Semptes in whatever amperage you desire will be 
gladly sent along to you for your inspection. 

Write fer samples and further details to-day! 


UNITED STATES ELECTRIC MFG. CORP. 


222-228 West 14th St., New York, N. Y. 
Chicage Branch Office, 323 W. Polk St. 





VULCAN SOOT BLOWER CORPORATION 


C Pennsylvania 


ent) 
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«TY *)/ BOILER *. SAFETY */! 


FORGED STEEL 
WATER COLUMNS 


Ready to Report for Duty 
on Tough Jobs 
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@® We asked these Reliance forged 
steel boiler alarms to sit for their 
portraits before they left the factory 
to take up important duties in impor- 
tant power plants about the country. 


@® They are a few out of the constant 
procession going out to assure safe 
water levels in the power plants of 
American industry. 


4 Reliance Special Columns with 
Reliance Gage Cocks, Micasight 
Gage and Periscope, for 750 lbs. 
pressure—to a leading automobile 
manufacturing plant. A _ special 
Reliance No. W-73 with Mica- 
sight Gage and Periscope, for 450 
lbs. pressure, to a public utility 
plant. 


f 


Name of the above concerns on request. 


The Reliance Gauge Column Co. 
§930 Carnegie Avenue 
Cleveland, Ohio 


liance 


SAFETY WATER COLUMNS 
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See our Exhibit at the Twelfth National 

Exposition of Power & Mechanical Engi- 

neering, Grand Central Palace, New York, 
November 30 to December 5, 1936. 


BOILER. 





The Trend 
to Dictaphone 
Sweeps On 


NEVER has interest in Dictaphone run g¢ 
high as it does today. Businesses of every 
sort and size are turning to this modem 
dictating instrument—simply because it 
gets things done so quickly, smoothly, 
curately and conveniently. 


Actual handling of correspondence ji 
only the first of a long list of Dictaphone’ 
benefits. All day long, it lets men and thei 
secretaries work, independent of each 
other’s time and:convenience. Try out 
Dictaphone in your office. 


DICTAPHONE 
Sales Corporation 
420 Lexington Avenue 
New York City 
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Star Brass 
Manufacturing Co. 


104-114 East Dedham St., 
BOSTON, MASS. 
Makers of Highest Quality 
““Non-Corrosive” Pressure and Vac- 
uum Gages—Safety and Relief 
Valves — Globe, Angle and Gate 
Valves—Water Gages—Gage Cocks 
Whistles 
New York 
Pittsburgh 
Chicago 
San Francisco 
Buffalo 
Cleveland 
St. Louis 
Shreveport, La. 


Liki dddiddddidddiddddididdddddddddidddddadaadaddadddddiidas 
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BALANCE 


The fundamental principle in transformer 
sien is “balancing of Stresses.” A “bal- 

ed” transformer possesses longer life, re- 
ires lower maintenance cost and has greater 
iability. This is best accomplished by the 
e of the circular coil. Such a coil is bal- 
ced radially and axially against movement 

distortion during heavy overloads or short 

cuits. 

These characteristics of the circular coil are well known to electrical engi- 
ers, and for that reason all Pennsylvania transformers, from the smallest 


stribution to the largest power size, have such coils. 





PENNSYLVANIA TRANSFORMER COMPANY 


1701 Island Avenue 
PITTSBURGH, PA. 
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FOR DATA ON WEATHE 






Consult 


YOUR 


ARCo 





Library 
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Paints 


CAtert Engineering 
and Purchasing Depart- 
ments are invited to 
send for this essential 
Library of Maintenance 
Data...including 1) Up- 
To-The-Minute Releases 
from the ARCO Research 
Laboratories; 2 Cum- 
ulative development, 
in ready reference form, 
of 57 years’ experience 
in formulating mainten- 
ance paints for Public 
Utilities. Address: De- 
partment F, THE ARCO 
COMPANY... CLEVELAND 
ro) a Oh Wn Le] 4 oe 
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MAINTENANCE 
PAINTS : 
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No weak spots for 
corrosion to attack— 
The Bethanized Wire 
can be wrapped 
around its own diam- 
eter witheut breaking 
or flaking its corro- 
sion-defying zine 
coating. 





hey outiast all others 


ecause they can 


Here are the quick facts. Unlike 
other chain link wire, the zinc coating 
on Bethanized Wire is chemically pure 
—free from any vulnerable iron con- 
tent. It is smooth and uniform—free 
from rough or thin spots. And it is 
extremely ductile—not hard, brittle 
and flaky. Twist the wire, bend it 
double, wrap it around itself—you just 
can’t break the zinc coating and ex- 
pose the steel core to corrosion. 


Think what that means. An Anchor 
Fence of Bethanized Wire is a fence 
with no flaws in its pure zinc armor 
—no cracks or crevices through which 


corrosion can creep in. Because Beth- 
anized Wire can “stand the wrap,” 
these Anchor Fences stand up for 
many years beyond the lifetime of 
any other chain link fence—even in 
industrial atmospheres that are heavy 
with soot, salt, sulphur and other cor- 
roding agents. And now there’s no 
premium—no extra cost—for Betha- 
nized Wire. 


Send for the free book of facts about 
these better looking, longer lasting 
Anchor Fences—and about Anchor’s 
nationwide sales and erecting service. 
Write today—to the address below. 


ANCHOR ‘ fences 


°F AETHANIIEZ WIRE 
HOR POST FENCE COMPANY, 6630 EASTERN AVENUE, BALTIMORE, MARYLAND 
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Modern principles 
of valuing industrial properties 
and how to apply them 


This book presents the basic principles underlying the valuation of industrial properties, 
with illustrations of their application to specific valuations. The book includes a 
synopsis of -all the controlling United States Supreme Court decisions affecting the 
practice of valuation, and the development of an entirely new principle of depreciation, 


Pi ust Published 


ENGINEERING VALUATION 


by ANSON MARSTON 


Senior Dean of Engineering, Iowa State College 


and THOMAS R. AGG 


Dean of Engineering, Iowa State College 


655 pages, 6 x 9, illustrated, $6.00 


Practicing engineers and appraisers will find this comprehensive, up-to-date treatise 
embodies the results of the widely known valuation research carried on for 16 years 
at the Iowa Engineering Experiment Station. ‘They will find that it embodies also 
the many court decisions since 1919 which have established and clarified fundamental 
valuation law. ‘The book presents in practical form the results of work that has 
done much toward putting the mortality characteristics of industrial property on a 
sound, scientific, actuarial basis. 


Special features of this book: 


the condition—per cent tables 
— — the methods of using mortality curves as aids in forecasting the probable service 
lives of industrial-property units 
the methods for estimating and accounting for actual depreciation 
the detailed analyses of 68 court decisions on valuation 
the tables of approved or implied allowances in valuation decisions for overhead 
costs, preliminary-expense value, going value, and working capital. 





Order from 


PUBLIC UTILITIES REPORTS, INC. 
1038 Munsey Bldg., Washington, D. C. 
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for GENERAL UTILITY 


@ The many ways in which Barco Gasoline Hammers will 
prove useful in company operations would make a list too 
long to print here. Some of them will only be discovered 
in emergencies by a regular Barco user. 


Public Utilities have a wide use for a portable power ham- 
mer which one man can transport and operate. Ask for 
descriptive bulletin giving operating principles and low cost 
of these hammers. Then discover the many jobs on which 
they will save a tenth of the investment. 


BARCO MANUFACTURING CO. 
1803 W. Winnemac Ave., Chicago, Ill. 


BARCO,” iets 
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YOUR BEST 


Fhe you, the purchaser, the most impor- 
tant element in any product is the maker. 
The G-E monogram is your best guarantee 
that you are getting a full dollar in equip- 
ment value for every dollar you invest. It 
means progressively improved service on 
your system, lower maintenance, and lower 
operating costs. 


In addition, there are the many extra values 
that are part of General Electric's services 
to your industry—important benefits that 
your company is certain to share. Among 
these benefits are: 


1. Technical assistance that helps you solve 
your most difficult engineering problems. 


Progress in the design and development 
of generation, transmission, and distri- 
bution equipment, that results in contin- 
ually lower costs and improved service. 


: 
4 





GUARANTEE 


Load building that adds automatic 
forty millions of dollars each year 
power-company revenue. 


The development of new uses for ¢ 
tricity—the opening of new and wi 
markets for your product. 


The promotion of load-building idg 
such as the New Science of Secing, 
all-electric kitchen, and the New Ame 
can Home—programs that are pushi 
domestic load and revenue to undream 
of heights. 


We sincerely believe we are the only ek 
trical manufacturer from whom you obtd 
in such large measure the benefits of researd 
engineering, and load building. We feel 

we have earned the right to ask for yo 
business on the basis that you get more 

your money with General Electric—figure 


any way you wish. oi 


GENERAL @ ELECTRIC 
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PERMAFLECTOR LUSTROLIER 


No. 5100 


solier No. 5100 is designed particularly for the lighting of department stores, 
cially the main floor where the majority of customers are received and receive 
first impression of a wide variety of merchandise. 


The Northtown store of Wieboldt Stores, Inc., 
ORE Chicago, showing the lighting from the old style 
glaring direct lighting fixtures 


Every live up-to-date mer- 
chant recognizes that good 
lighting is his most effective 
salesman. It is a well known 
axiom that ‘Merchandise well 
displayed is half sold." With 
this thought in mind, thousands 
of merchants all over the coun- 
try are modernizing their stores 
and good illumination should 
be their first step in this proc- 
ess. 


The same store after hastens Lustroliers No. 5100 


Lustrolier No. Note the absence of glare an 


00 is the answer to the 
odern merchant's illumina- 
gon problem. Predominantly 
indirect lighting fixture, it 


d sharp shadows, but in 
their place soft evenly diffused illumination 


usiness, but builds up the lighting load. Recommend Lustrolier No. 5100 for 


e modernization of department stores. 


PITTSBURGH REFLECTOR COMPANY 


i 7 en 4 
OLIVER BUILDING |e Ww | 
Permaflector~ 


PITTSBURGH, PA. 
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LEI POWER 


write its autobiography 


TAYLOR RECORDING THERMOMETER—In appearance, design 
and construction the highest type of modern recorder available today. 
Three types — Mercury-, Gas-, and Vapor-Actuated. Mercury type uses 


fi and i 





TAYLOR RECORDING PRESSURE eget 2 fine and 1 
curate an instrument as its brother R 





in von oa construction, 





latest 


for Pressure gauge of the highest type—long-lasting, efficient and eo 





Taylor Accuratus Tubing, designed to c 


changes through which tubing passes and to assure correct bulb temper- 
ature readings. Dust-proof and moisture-proof cases for face-, or flush- 


proof die-cast case which protects bev 





are ilable to 





mounting. Many styles of dard bulb 
accommodate all types of apparatus. 


ical in Ina 
mechanism against moisture and dust. For face-, or flush-n 
, Shown dimly behind the recorder is the Taylor Dial Gauge, outst 


ing among indicating instruments. Easy to read ...durable... 





Study its accurate record as written by the pens of 
Taylor Recording Thermometers and Pressure Gauges 


HO ever thought oF pewer 
writing its life history %put it 
does—in terms of temperature and 
pressure, with the pens of recording 
thermometers and gauges. The chart 
chapters are vital records for every 
power plant. But they must be ac- 
curate records—reliable records— 
the truth and nothing but the truth. 
Through the medium of Taylor 
Recording Thermometers and Pres- 
sure Gauges, power plants get pre- 
cise and accurate records today. 
These instruments are designed 
from beginning to end to meet the 
most exacting requirements in con- 
nection with the production of power. 


They are built to be accurate—and 
to give exceptionally long and eco- 
nomical service. (Their charts are 
printed on specially developed paper 
to eliminate reaction to atmospheric 
changes and to provide the ideal 
writing surface.) 

Shown above are three types of 
modern Taylor Recorders designed 
for power plant use. A Taylor Re- 
cording Thermometer, a Recording 
Pressure Gauge, and a combined 
Recording Thermometer and Pres- 
sure Gauge, a necessity for super- 
heated steam lines. For more com- 
plete information regarding these 
instruments, write for Catalog 68J 


on Temperature Recorders and ( 
alog 68JF on Pressure Record 
For more direct data on these 
any other Taylor Instrument 
Power Plants, ask a Taylor F 
sentative to cover the ground 
you. For Catalogs or a Taylor i 
resentative, address Taylor Inst 
ment Companies, Rochester, N. 
or Toronto, Canada. Manufactu 
in Great Britain—Short & M 
Ltd., London, England. 


TT 7 


TEMPERATURE, PRESSURE 
FLOW INSTRUMENTS 
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NAD provide clear water for 
painers Hudson Avenue Station 
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IN THIS FAMOUS PLANT, as in hundreds 


j of others, large and small, Twin Strainers are 
—/ giving absolutely non-stop service, providing com- 
plete protection. 
When a Twin Strainer basket becomes fouled, 
a few turns of a hand-wheel diverts the flow 
through the alternate basket. Then, when con- 
venient, a few minutes suffice to remove the 
cover, lift out the fouled basket, dump it and re- 


Cleaning Twin Strainers does not 


226 





interrupt their service. One side is 
working, the other side is cut out 
and available for cleaning. A few 
turns of the hand-wheels direct the 
flow from one chamber to the other. 
Cleaning is easy, and quick, Twin 
Strainers may be installed in the pipe 
line, wherever convenient and acces- 
sible. Types for all services. Sizes 2’ 
to 42’. Elliott single strainers are 
ised in lines permitting shutdowns 
for cleaning. 


ELLIOT 


place. Meanwhile the alternate basket is in service 
and there is no interruption to the flow. 

Twin Strainers can be installed anywhere in the 
line, in almost any position. They are invaluable 
for water, oil (lubricating or fuel) or any liquid 
sufficiently fluid to pass the basket time 8 They 
are made in several types and in all sizes; large 
ones may be motor-operated. 


We also make Single Strainers, for use where constant flow 
is not essential. Write for the bulletin covering the easy solu- 
tion to all kinds of straining problems. Ask for Bulletin A-6. 


COMPANY 


PITTSBURGH, PA 








a 














Accessories Department: JEANNETTE, PA. 


District Offices in Principal Cities 
This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 










Public Utilities Fortnightly October | 











RURAL LINE SWITCHES 


(Single Pole—Three Pole) 
a equipment must be de- 


signed to meet certain practical limita- 
tions. Service requirements must be 
weighed against cost. Under certain con- 
ditions more consideration must be given 
to one than to other factors. 





See Bulletin 35-B 
(7.5 to 34.5 K.V.) 





“RFB-2"" DISCONNECT 


Switches especially designed to meet the 
demand of that class of service which does 
not require ratings exceeding 400 amperes, 
where economy must be given first consid- 
eration—but not to the extent of impair. 
ing service. 


| Dewa~Star QQ) Electric G 


“RF-35" DISCONNECT 2400 BLOCK, FULTON STREET, CHICAGO, ILL. 








COMBINED METERS SANGAMO TYPE HV METEI 


AND TIME-SWITCHES 
The Type HV instruments combine a 


standard singlephase HF watthour 
meter with a synchronous motor time- 
switch—in various switching arrange- 
ments—supplied with or without two- 
rate register. Low cost installation and 
a minimum space requirements make 
them desirable for metering and con- 


TYPE HV-11-A 


trolling off-peak loads. 


Modern Meters for Modern Load 


SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, IL LINOIS 
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RMORED CABLE - BUILDING WIRE AND FLEXIBLE CORDS - RADIO WIRES - 





318V2 FINVULNA JDIAUIS 


performs every operation in the manufacture of 


INSULATED WIRE = CABLE 


8 
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A GROUP OF HEAVY WIRE DRAWING MACHINES IN 
ONE PART OF THE EXTENSIVE CRESCENT PLANT. 





Sa18V> G3SVONA AVI 


The Crescent Insulated Wire and Cable Company lo- 

cated at Trenton, New Jersey, has been manufacturing 
insulated wires and cables for electrical use for nearly fifty years. This Company 
has expanded, added new lines and developed new products, until its plant now oc- 
cupies over 350,000 square feet of floor space and employs over a thousand people. 
The high quality of its products is insured by a staff of executives, technical men, 
and skilled workmen, developed with a background of almost a half century of 
experience in this one field of manufacture. 
All Crescent products from the raw material to the finished product are manu- 
factured completely in our plant. 


wamOd wagEnd 


aw1av> 


“eM BARE WIRE + CRESFLEX NON-METALLIC SHEATHED CABLE - MAGNET WIRE - 
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TRANSMISSION TOWERS 


































STEEL BUILDINGS 





bi even of miles * apes ear ge x . structural : a 
work necessitating highly specialized rication ... 
enormous areas of Electroforged open flooring... stand- CLAMSHELL BUCKETS 
ard steel buildings for all uses... gas cleaners for natural 
gas lines. . . steel forms for concrete tunnels, walls, etc., 
... steam purifiers, desuperheaters...clamshell buckets the rigid standards of Public Utility pur 
... and other products of Blaw-Knox manufacture are chasing is proof not only of the merit of the 
at work for the Public Utilities of America. products themselves but of the house behind 
The fact that Blaw-Knox Products are in accord with the products. 


BLAW-KNOX COMPANY 


2057 FARMERS BANK BUILDING, PITTSBURGH, PA. 


—— 
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VVABI-IYPE 
COMPOSING MACHINE 








pe instantly interchangeable. © Spacing variable vertical and 
rizontally. © Carbon paper or cloth ribbons. © 


Prints 
Bold Faced Headings. 


No other machine like it at any price. Saves its cost quickly. 


Essential wherever stencil duplicators or offset photography 


is employed. Beautiful work. « « « « 


— Write for Demonstration 


RALPH C. COXHEAD CORPORATION 


MANUFACTURERS 


17 PARK PLACE «n NEW YORK, N. Y. 








Dependable servicelong hours 
of iton and off-—off and on! Utilities 
put flashlights and batteries to the sever- 
est tests, but Ray-O-Vac industrial flash- 
lights and batteries have proven they can 
take it. That's why each year more and more 


utilities specify “Ray-O-Vac”’. 


RAY-O-VAC ee NY 


Formerly FRENCH BATTERY COMPANY 
MAIN OFFICES and PLANT SaBISC IN, WIS 
Additional Factories at. Clinton, Massachusetts 
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Water Meters 


@ Five-ten-thirty years of service . . . you put in new, im- 
proved interchangeable parts . . . and what becomes of 
deterioration? ‘That, in a nutshell, is the story of Trident 
and Lambert Water Meters. From the very beginning, 


these Quality meters were designed and built on this basic 
principle of erasing deterioration through interchange- 


ability. In these meters, neither time nor change nor 
improvements have ever made them obsolete 
. « + mor ever will! When you invest in 
Trident and Lambert Water Meters the value 
of your investment remains practically 100% 
for generations. We make a type for every 
service. Neptune Meter Co. (Thomson Meter 
Corp.), 50 W. 50th St. (Rockefeller Center), 
New York City . . . or Neptune-National 
Meters, Ltd., Toronto, Canada. 


OVER 6 MILLION TRIDENT 
AND LAMBERT METERS 
Made and Sold the World Over 


The casing (cut away) of a Trident Frost Proos 

Meter, dated 1899. Inside, modern, improved, 

interchangeable parts. Result... deteriora- 

tion erased. The meter will give perfect service 
as long as the stout casing holds together. 
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e PRESSES RAN COLD 

e MACHINES RAN WET 

e TOP COVERS CHANGED 
WEEKLY 

e 3 HOURS HEATING UP 

e MORALE and PRODUCTION 

AT LOW EBB 


Then- 


But Read This Lette 
Yourself 
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Send your dirty 





LY ONE WAY TO GET KISCO RESULTS 









arious types of return systems, sold for years, are 
ing replaced by Kisco Systems. A Kisco instal- 
ion means up-to-date efficiency and economy 







th guaranteed results. 
rite for bulletin P. U.10-1—and learn why. 


SCO BOILER AND ENGINEERING CO. 


4333-35 Duncan Ave., St. Louis, Mo. 
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Make Use of the Industrial Experience 


INTERNATIONAL HARVESTE} 
When There’s a Power Problem to be Solve 








; 








International Model TA-40 TracTracTor working on the natural gas pipe line laid near Mazon, Ill. 


Before long the Millionth Tractor of In- 
ternational Harvester manufacture will be 
coming off the assembly lines and going out 
to handle somebody’s power job. ‘That’s 
by long odds the biggest tractor-production 
figure in the industry. It is also a measure 
of our thirty-year experience in this field 
—experience which will be of value to you 
when you have a power problem to handle 


and need efficiency and economy on ti 
job. 

If your work calls for powerful craw! 
or wheel tractors, small tractors for cramp 
areas, fixed power units, small engines, 
motor trucks—call on a Company-ownt 
branch or authorized industrial dealer 
the International Harvester  sales-servi 
organization. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated) 


606 So. Michigan Avenue 


Chicago, Illinois 


INTERNATIONAL HARVESTER 
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Check These Four Points of 





of Wagner 


RURAL LINE DISTRIBUTION 
TRANSFORMERS 


_ 
pee 
ee 
er 


agner type HEB-F rural line dis- 
tribution transformers meet the 
i for a small inexpensive unit de- 
ed for application to lines of 13200 
its and below. 


Trinsformers for this class of service 


$12 


c 


lo 


ol 


manufactured in the 1- and 3-kva 

s for operation on single-phase, 60- 

ycle lines where the high-voltage and 

-voltage neutrals are_ intercon- Wagner type HEB-F rural line distribution trans- 


ed and solidly grounded. All are 
filled, self-cooled, 55° C. tempera- formers have not only all these features, but many 
» rise. They are obtainable for volt- more. For further information regarding these trans- 
classes of 2400, 4800, 6900 and 7620 formers, write the nearest Wagner branch office. 


s with solidly grounded neutral for is . 7 
ration on 4160, 8320, 11950 and Descriptive literature will be sent upon request. 
0 volt lines, 


WasgnerElectric Corporation 


6400 Plymouth Avenue, Saint Louis, U.S. A. 


TD236-4BA 





Transformers Motors Fans Brakes 
tacliaesdieliaienanel 
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Point out to your customers the sure wo 


to MODERN GAS COOKER 


American Gas Association national advertising now tells your customers abo 
MODERN GAS COOKERY... this dial helps you sell it! 

Have salesmen point to the dial— have them point out that Robertshaw oven-hed 
control is the big feature that makes cookery modern. 

Accurate control of temperature — perfect control over meat shrinkage — freedom 
to leave the kitchen - these are the time-saving, work-saving features that womer 
will understand as modern. These are the features that Robertshaw provides. 

Sell Robertshaw-equipped ranges. Be sure the dial is marked 
Robertshaw. Over 16 years of advertising have made that name is 
stand for modern cookery. This year it’s the name that helps you ’>, 


sell modern cookery. 
ROBERTSHAW THERMOSTAT COMPANY, YOUNGWOOD, PENNA. 
OVER 2,600,000 IN USE 


ROBERTSHAW 


OVEN -HEAT- CONTROL 
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ARRISON 


The Modern DRY Method of 
FIRE Extinguishment 


BULLETIN NO. 5—for the information of PUBLIC UTILITY EXECUTIVES 


UNDERSTANDING 


IS THE FIRST STEP TOWARD CONTROL OF FIRE 


te 

















We have written a 36-page brochure which will give you that understanding. 
+ 
It contains 25 illustrations of Fires. . . 14 of the 
most modern fire-extinguishing appliances 


and 3 modern systems for fire-detecting 
and automatic fire-extinguishment 


+ 


It describes GARRISON, “the safest and quickest method of 
getting oil fires involving electric equipment under control” 
(report of a Utility appointed Committee). 


7 


FREE FOR THE ASKING 
Send for YOUR copy today ! 


\caRRKON/ GARRISON ENGINEERING CORPORATION 


PRODUCTS Factories and Executive Offices 


GREAT BARRINGTON, MASSACHUSETTS 
OFFICES AND DISTRIBUTORS IN PRINCIPAL CITIES 
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TAYLOR 


COMPLETE COMBUSTION 


TAYLOR STOKERS 
AECO FURNACES 


(Water Cooled) 


AECO ASH HOPPERS 








AND WE CAN PROVE IT! 


AMERICAN ENGINEERING COMPAN 
PHILADELPHIA e PENNSYLVANI 
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Throw Your Fotce 
to the AUDITOR 


Here is a trick . . . and it is not ventriloquism . . . that busy executives 
are doing dozens of times every day and it saves time, money and nerves. 


You merely flick a key and talk. Instantly your voice, broadcast through the 
super-sensitive microphone or whispered in privacy through the special hand set, 
is heard in the Auditor’s Dept., Engineering Dept., Operating Dept—in any 
part of the organization selected by your forefinger. 


Telematic is the name of this ingenious instant system of intracommunication. 
It has no connection with your regular telephone switchboard. Hence it 
does not stop outside calls or clog inside lines. Telematic provides instant 
contact between departments for any information required during telephone 
conversations. 


Numbering among the thousands of TELEMATIC users are New York 
Edison Co., Kansas City Power & Light, Public Service of N. J., 
Columbus Street Railway Power & Light, and many others. The coupon below 
makes it easy for you to secure the names of users in your locality so that 
you can check their experience and satisfaction with Telematic. 


Or, if you prefer, check the coupon to indicate that you would like a Hearing- 
Is-Believing demonstration right in your office. No obligation, of course. 


/ Ee / MA tj , / | DICTOGRAPH PRODUCTS CO. Dept. PU-1 
| 580 FIFTH AVE., NEW YORK, N. Y. 
(Please Check Service Desired) 
DICTOGRAPH PRODUCTS CO. Inc. | [ ] Local Telematic Users ° 
{ ] Hearing-Is-Believing Demonstration 

580 FIFTH AVE. NEW YORK CITY ee ae 
Bus. Org. 
| 


Branches in all Principal Cities 
Address . 
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ee a 
IMPROVE PUBLIC ae eee AT VERY SMALL co 


In the communities you serve adequat 
street lighting is important to the publi 
—doubly so to merchants whose busine 
may be injured by poorly lighted usin 
districts. 





A simple but effective plan to satis 
the demand for improvement is Silvra 
“Multiplex” Processing. Applied to exist 
ing equipment, it controls and directs ¢ 
light rays toward the aig GPa pe 
effective illumination from 30 

cent. 


Invariably, too, it promotes the busines 
of the community (since people shop mo 
on well lighted streets) 


e » sanely and soundly builds the Com 
mercial Load. 


Yet, the cost of processing your lamps i 


only a very small percentage of the annual 
street lighting revenue! 


with reference to a survey or recom: 
mendations? 


AMERICAN STREET ILLUMINATING COMPANY 


“Backed by 58 Years’ Street Lighting E-xperience’”’ 


261 NORTH BROAD STREET, PHILADELPHIA, PENNSYLVANIA 








RANGES 


@ Striking eye appeal . .. new 


features that are useful ... that 





produce sales response. Get the 
facts about L&H quality built 


ranges. 





— 


A. J, LINDEMANN & HOVERSON CO. 


Milwaukee Wisconsin 
WEW YORK CHICAGO SAN FRANCISCO 
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Designed 
for Electric Ranges 


uxe 


ALUMINUM | 
Brant. 


Triple Thick...Saves Fuel and Food 


A beautifully matched set—serves all cooking needs. Prepares food 
the healthful, waterless way—without waste of fuel or food. Wide, 
flat bottoms and straight sides result in high thermal efficiency. 


Years Ahead in Features 

- Flavo-Seal covers— retain flavor and 
food value. 

- Heat-resisting bakelite cover knobs. 
Triple thick aluminum — heats quickly 
and thoroughly. 

. Dutch oven has trivet. 

. Flat bottoms—snugly fit heating unit. 

- Rounded corners are easy to clean. 


. Rectangular bakelite handles will not 
turn or loosen—remain cool. 


For Electric Range Promotion 


This set is the ideal accessory to the 
electric range. Convenience and economy 
features create satisfied consumers. Set 
consists of a 5 oo Dutch Oven, 2, 3 and 
4 quart Sauce Pans, and a 10 inch Cov- 
ered Skillet. 


Write for Details ! 
Bulletins and prices with suggested 
plans for promoting electric range sales 
will be sent on request! 


WEST BEND ALUMINUM COMPANY 


Dept. 66 


West Bend, Wisconsin 
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SALES ACTION! WITH THE 1936 


NGE } 
qj ESTATE GAS RA 


TRIKINGLY beautiful — super-practical 
S —outstanding in sales clinching power 
. . . That’s the 1936 Estate! With Fresh- 
Air Oven—Leveracks— Waist-High Draw- 
er-Type Broiler —other dramatic new fea- 
tures. No other line of gas ranges can 

give you so much SALES ACTION. 


THE ESTATE STOVE COMPANY 
HAMILTON, OHIO 





yy 
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Statement of ownership, management, circula 
tion, etc., of Public Utilities Fortnightly, pub- 
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Mileage figures are so often disregarded as mere statistics that 
e believe it more to the point to say that A. C. S. R. is enjoying 
he same overwhelming preference for rural lines which it has 
ways received in the field of high voltage. Aluminum Company 


f America, 2134 Gulf Building, Pittsburgh, Pennsylvania. 


LCOA:-ALUMINUM 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly 














DAVEY LINE CLEARING SERVICE 


Falling Leaves Help You 


THERE IS MORE to be remembered about 
falling leaves than that the kids like to tum- 

ble in them. Leaves, like clothing hide the STOPPERS 

limbs, and although there is nothing tremen- Benne SLEEVE 
dously exciting about it, a leafless tree is <2 a4 
quite revealing. And what does that have to 
do with a line clearing service? All Types 


For one thing the absence of leaves lets 

you see just what conditions are in the tree PIPE LINE SUPPLIES 
tops; where the branches overhang or touch 
your wires and where the broken or badly 
decayed branches are located. It lets you see 
just what needs to be done, and afterward 
it lets you see whether the job was well done. 
It enables the men to get your clearance a 
little more rapidly with quicker and easier 
brush disposal and better feeling on the part 
of tree owners who hate to see leafy branches 
cut from their trees. 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 

Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 


3 : ; ; Tape—Soap & Binding 
Now is a good time for line clearing. 


Catalogue mailed on request. 


| THE DAVEY TREE EXPERT CO, Kent, Ohio SAFETY GAS MAIN STOPPER 
_DAVEY TREE SURGEONS aca ee 
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GE FOLD-AWAY 


boosts sales of IRONERS and 
current (1230 watts per hour) 





Economy of floor 

space appeals 

to housewives 
everywhere 


é Model 63S 


be ing, rigid, folding leg 
Takes No More Floor Space 


Balanced, easy lifting. 
Shoe pulls up with 
one finger. Self-lock- 


and table. 


Than Kitchen Chair 


It’s easier to sell what the housewife wants 
and cannot get in any other ironing machine. 
The Thor Fold-A-Way also gives her all three 
types of control—knee, foot and finger-tip. 
This patented space-saving construction gives 
the Thor dealer a powerful, exclusive merchandising advantage. 


With only four per cent saturation, ironers aftord a big, unworked 
field for merchandising profit. Find out how Thor’s effective pro- 
motional helps and popular-priced rotary line are boosting ironer 


ales close to those on washers for many aggressive dealers. Send 
or all the facts today. 


Address 


E. N. HURLEY, JR., PRESIDENT 
HURLEY MACHINE COMPANY 


54th Ave. and Cermak Road, Chicago, IIl. 
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INDEX TO ADVERTISERS 
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Addressograph-Multigraph Corporation 
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B 
Babcock & Wilcox Company, The . 
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Black & Veatch, Consulting Engineers . 
Blaw-Knox Company 
Buffalo Forge Company ... ‘ 
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Carter, Earl L., Consulting Engineer obi tsaBoae ick 
Chapman Valve Manufacturing Company, The . 
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Davey Tree Expert Company, 

Delta-Star Electric Company wetee 
Dennison Manufacturing Company .......................... 
Dictaphone Sales Corporation 

Dictograph Products Company, Inc. .... 

Ditto,. Inc. 


Electric Storage Battery Company, The 
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Ford, Bacon & Davis, Inc., Engineers .................... 
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Garrison Engineering Corporation ......................... 
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Hammermill Paper Company 
Hays Manufacturing Company . 
Hoosier Engineering Company 
Hurley Machine Company 
Hygrade Sylvania Corporation . 
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Ilseo Copper Tube & Products, Inc. xa 
International Business Machines Corporation | eX 
International Harvester Company, Inc. 
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Jackson & Moreland, Engineers “ae 
Jensen, Bowen & Farrell, Engineers ...... 
Johnston & Jennings Company, The. 
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MERCOID SWITCHES 


ctol er 8, 1g 


MERCOID TEMPERATURE AND PRESSURE CONTROLS 


Cover a wide range of requirements. e The 
outside double adjustment and calibrated dial 
are noteworthy time saving features. e The 
operating range is easily determined without 
any calculations or guesswork. @e Equipped with 
mercury contact switches. e Write for catalog 
No. 100-PA, containing complete information. 


THE MERCOID CORPORATION 
4201 BELMONT AVENUE e CHICAGO, ILLINOIS 
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PROFESSIONAL DIRECTORY 


@ This page is reserved for engineers and engineering concerns especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. « « 














ile Ford, Bacon & Davis, 3nc. 


CONSTRUCTION e 
OPERATING COSTS Engineers 
VALUATIONS & REPORTS 


CHICAGO PHILADELPHIA NEW YORK DALLAS 








SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


CHICAGO NEW YORK SAN FRANCISCO 











BLACK & VEATCH JACKSON & MORELAND 


CONSULTING ENGINEERS ENGINEERS 


Ee ee ee PUBLIC UTILITIES—INDUSTRIALS 

—_ peace a RAILROAD ELECTRIFICATION 

design and supervision of construction DESIGN AND SUPERVISION—VALUATIONS 
of Public Utility Properties ECONOMIC AND OPERATING REPORTS 





4706 BROADWAY KANSAS CITY, MO. BOSTON NEW YORK 








EARL L. CARTER JENSEN, BOWEN & FARRELL 


Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 


PUBLIC UTILITY Ann Arbor, Michigan 


Engineers 


VALUATIONS AND REPORTS Sieenihidiinsteins titel 
814 Electric Building Indianapolis, Ind. Engineering Reports to Banks and Bond Houses 








EDWARD J. CHENEY SPOONER & MERRILL, INC: 


ENGINEER Consulting Engineers 


Public Utility Problems Design—Supervision of Construction 
— Reports — Examinations —Valuations 


61 BROADWAY NEW YORK 20 North Wacker Drive Chicago, Ill. 
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CITIES SERVIC 
Emblem 


N 38 states and Canada the Cities Service emblem is! 
motorist’s guarantee of quality petroleum products...becal 
behind this emblem stands a completely integrated unit in| 
oil industry enjoying the benefit of 74 years of practical pé 
leum experience. Through ownership or control of oil 
pipe-lines, refineries, transportation, research, and mark : 
facilities, Cities Service is able to produce the finest petrolé 
products that can be madé...and is able to protect these p Q 
ucts from oil well to customer. q 
In the industrial oils field, too, Cities Service long has | 
celled in quality of products and service to customers. . 
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The Upside-down Years 


Day OF THE Demacoc is still here. 
has passed its noon. 
for many years to come, we believe, 
e American public be so receptive to 
uack, the agitator, and the common 
as during the harried, uncertain days 
p Early Thirties. 
pple more and more show signs of be- 
g “fed up” with reckless attacks on 
individual and every business which 
ccomplished anything, and with the 
ssumption of would-be politicians that 
People” will accept as gospel their 
nciation of those processes called “In- 
y” which create a livelihood for most 


bere is a better chance now than for 
al years for Business to be heard, to 
he ear and the mind of the public. 
his changing attitude, this commence- 
of what will of course be a long and 
return to general open mindedness 
sanity in thinking of industrial prob- 
should encourage every business unit 
needs to tell its story. And which has 
a story that needs telling? “Good will” 
hs more than ever. 


stained, intelligent presentation of the 
p about its policies is vital to every 


are ending 


substantial business. A proper Public Re- 
lations policy, skilfully executed, will in- 
fluence for the better the attitude of em- 
ployees, customers, press and public. It 
will help to prevent unfair, unreasoned 
legislation or other manifestations of popular 
misunderstanding. 


An experienced Public Relations organ- 
ization KNOWS... 
. . what is news about your business or 
industry. 
. . how to find that news, in time, and 
fully 
. . how to choose that part of it which 
will be read and remembered 
. .. how to interpret the facts to your 
honest advantage 
. . how to write the news interestingly 
and what to do with it when written. 


Such service, from men of skill and exper- 
ience, is inexpensive by any measurement. 
It is cheap indeed compared to the costs of 
avoidable law-suits, or preventable strikes, 
of the disruption and damage that come 
through serious disagreements with em- 
ployees or through widespread public mis- 
interpretations. 

Would you like to find out just what this 
Public Relations service is? 


BLIC RELATIONS 


g 


DPPERS BUILDING .. . PITTSBURGH, PENNSYLVANIA 


RLTON G. KETCHUM NormMAN MacLeop 


GEORGE KETCHUM Rosert E. Grove 
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\ MODE ERNIZATION| 


\s ey OGRAMS { 


Never before has The Babgock & Wilcox Company had such a wide 
range of equipment suitable for modernizing older power stations that 
are now obsolescent because of the great strides made during the past 
ten years in the economical generation of power. 

Since 1929, the Company has developed, or announced as available: 
new types of boilers, a new water-cooled furnace construction, a pul- 
verizer of 50-tons capacity, new types of fuel-burning equipment, and 
many improvements made in its other products. 


The Babcock & Wilcox Company is fully prepared to help producers 
of power to carry out modernization programs involving changes, such ~ 
as the installation of modern slag-tap furnaces withwater-cooled floors, €: 
high-pressure boilers super-imposed on existing low-pressure systems, : 


or high-pressure high-temperature units. 
Babcock & Wilcox Engineers will be glad to discuss with executives 


es] 


and engineers the economic application of these new and improved # 


products. 


The Babcock & Wilcox Company .. . 85 Liberty Street ... N.Y. ; 


ingen 





BABCOGH & WILCOX, 





